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7" Floor, South Tower

483 Bay Street
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www.HydroOne.com

Allan Cowan
Director of Major Applications
Regulatory Affairs

BY COURIER
October 30, 2015

Ms. Kirsten Walli
Board Secretary

Ontario Energy Board

Tel:  (416) 3456219
Cell: (647) 2822597
Allan.Cowan@HydroOne.com

Suite 2700, 2300 Yonge Street

P.O. Box 2319

Toronto, ON, M4P 1E4

Dear Ms. Walli,

EB-2015-0026 — B2M LP Cost of Service Application — Updated Evidence
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In support of B2M LP’s Cost of Service Application that was originally filed with the Board on
March 30, 2015, Exhibit A-15-2 (Curriculum Vitae) has been updated and was submitted in the

Oral Hearing today.

A complete version of the merged evidence from both the March 30™ and today’s filing has also
been submitted using Ontario Energy Board’s Regulatory Electronic Submission System

Sincerely,

ORIGINAL SIGNED BY ALLAN COWAN

Allan Cowan
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Vice President,
Regulatory Affairs

BY COURIER
June 29, 2015

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

Suite 2700, 2300 Yonge Street
P.O. Box 2319

Toronto, ON

M4P 1E4

Dear Ms. Walli,

EB-2015-0026 — B2M Limited Partnership Transmission Cost of Service Application —
Additional and Updated Evidence and Responses to Interrogatories

In support of B2M Limited Partnership’s (B2M LP) five year Cost of Service Application that
was originally filed with the Board on March 30, 2015 additional and updated evidence and
interrogatory responses have been submitted using the Ontario Energy Board’s Regulatory
Electronic Submission System. A complete version of the merged evidence from both the March
30th and today’s filing has also been submitted.

The additional evidence includes:
e Exhibit A, Tab 2, Schedule 1, Attachment 1; and
e Exhibit C2, Tab 3, Schedule 2, 2014 Income Tax. Return

Prefiled evidence has been updated to reflect the impact of the placement of a 5-year debt issue
which has reduced the revenue requirement request for B2M LP for the 2015-2019 test years.

The updated evidence includes:
e Exhibit A, Tab 2, Schedule 1,
e Exhibit A, Tab 3, Schedule 1;
e Exhibit A, Tab 3, Schedule 2;
e Exhibit B1, Tab 1, Schedule 1;
e Exhibit B2, Tab 1, Schedule 1;



e Exhibit B2, Tab 1, Schedule 2;
e Exhibit E1, Tab 1, Schedule 1;
e Exhibit E2, Tab 1, Schedule 1;
e Exhibit F1, Tab 1, Schedule 1;
e Exhibit G1, Tab 1, Schedule 1;
e Exhibit G1, Tab 2, Schedule 1;
e Exhibit G2, Tab 2, Schedule 1; and
e Exhibit G2, Tab 2, Schedule 2.

Interrogatory responses to Ontario Energy Board staff and Canadian Manufacturers & Exporters
are also included in this submission.

Two (2) hard copies are attached. In addition, one copy of the complete written evidence will be
provided for public access at the B2M LP office.

Given the nature and the number of Interrogatory Questions and the fact that there are only 2
intervenors, B2M LP requests the Board proceed with this application by way of a written
process.

Sincerely,

Oded Hubert
Attach.

cc: Don Rogers, Rogers Partners LLP
Anita Varjacic, Rogers Partners LLP
Mike Penstone, B2M GP Inc.
Colin Salter, Pape Salter Teillet LLP
Intervenors (electronic)
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Toronto, Ontario M5G 2P5 Cell: (416) 258-9383
www.HydroOne.com Susan.E.Frank@HydroOne.com

Susan Frank
Vice President and Chief Regulatory Officer
Regulatory Affairs

BY COURIER
March 30, 2015

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

Suite 2700, 2300 Yonge Street
P.O. Box 2319

Toronto, ON

M4P 1E4

Dear Ms. Walli:

EB-2015-0026 — B2M LP Cost of Service Application — Application and Evidence

hydr

Z
O
one

On behalf of B2M LP, | am attaching two (2) copies of the B2M LP Cost of Service Application and
Evidence in support of a proposed transmission revenue requirement to be implemented on January 1,

2015. This application covers the years 2015 — 2019.

An electronic copy of the complete application has been filed using the Board's Regulatory Electronic

Submission System (RESS) and the proof of successful submission slip is attached.

B2M LP’s contacts for service of documents associated with this Application are listed in

Exhibit A, Tab 2, Schedule 1.

Sincerely,

ORIGINAL SIGNED BY SUSAN FRANK

Susan Frank



Filed: 2015-03-30
EB-2015-0026

Exhibit A
Tab 1
Schedule 1
Page 1 of 4
1 EXHIBIT LIST
Exhibit Tab Schedule Attachment Contents
A Administration
A 1 1 Exhibit List
2 1 Application

Att. 1 Certification of Evidence

3 1 Summary of Application

2 Financial Summary
4 1 Summary of Application Framework
5 1 Summary of Transmission Business
6 1 Notices of Motion

Compliance with OEB Filing Requirements for Electricity

! ! Transmitters
8 1 Transmission System Map
Att. 1 Transmission System Map
9 1 Description of the Partnership
Att. 1 Organization Charts
10 1 Affiliate Service Agreements
Att. 1 Agreement for B2M LP Operations and Management
Services
11 1 Financial Statements — Historic Year (2014)
1 5 Pro Forma Statements of Income for Historic Year (2014)

and the Test Years (2015 to 2019)




Filed: 2015-03-30
EB-2015-0026
Exhibit A

Tab 1

Schedule 1

Page 2 of 4

Exhibit Tab  Schedule Attachment Contents
Summary of Board Directives and Undertakings from
A 12 1 . .
Previous Proceedings
13 1 Procedural Orders/Correspondence/Notices
14 1 Draft Issues List
15 1 List of Witnesses
2 Curriculae Vitae
B Cost of Capital
Bl Written Direct
1 1 Cost of Capital
B2 Supporting Schedules
1 1 Debt and Equity Summary
2 Cost of Long-Term Debt Capital
C Cost of Service
Cl Written Direct
1 1 Cost of Service Summary
2 1 Summary of OM&A Expenditures
3 1 Common Corporate Costs, Cost Allocation Methodology
Att. 1 Review of Common Corporate Cost Allocation
Att. 2 External Expert Evidence Statement
4 1 Depreciation and Amortization Expenses
Att. 1 Foster Associates Depreciation Study
Att. 2 External Expert Evidence Statement
5 1 Payments in Lieu of Corporate Income Taxes
Att. 1 Tax Rulings
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Exhibit Tab  Schedule Attachment Contents
C2 Supporting Schedules

1 1 Cost of Service

2 1 Depreciation and Amortization Expenses

3 1 Calculation of Utility Income Taxes

Att. 1 Calculation of Utility Income Taxes Test Years (2015 to
2019)

Att. 2 Calculation of Capital Cost Allowance Test Years (2015 to
2019)

Att. 3 Calculation of Utility Income Taxes (2014)

Att. 4 Calculation of Capital Cost Allowance (2014)

2 2014 Income Tax Return
D Rate Base
D1 Written Direct
1 1 Rate Base
2 Working Capital

Att. 1 A Determination of the Working Capital Requirements

Att. 2 External Expert Evidence Statement

Summary of Capital Expenditures and In-Service

2 ! Additions
D2 Supporting Schedules
1 1 Statement of Utility Rate Base
2 1 Continuity of Property, Plant and Equipment
2 Continuity of Accumulated Depreciation

3 1 Statement of Working Capital
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Exhibit Tab  Schedule Attachment Contents
E Revenue Requirement
El Written Direct
1 1 Revenue Requirement
2 Start-Up and Development Costs
E2 Supporting Schedules
1 1 Calculation of Revenue Requirement
F Regulatory Assets
F1l Written Direct
1 1 Regulatory Asset Accounts Requested
G Cost Allocation and Rate Design
Gl Written Direct
1 1 Cost Allocation and Rate Design
2 1 Overview of Uniform Transmission System Rates
G2 Supporting Schedules
1 1 Current 2015 Uniform Transmission Rate Schedules
2 Current 2015 Cost Allocation and Rate Pool Details
2 1 Proposed 2016 Uniform Transmission Rate Schedules
2 Proposed 2016 Cost Allocation and Rate Pool Details
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APPLICATION
ONTARIO ENERGY BOARD

IN THE MATTER OF the Ontario Energy Board Act, 1998;

AND IN THE MATTER OF an Application by B2M Limited Partnership by its general partner,
B2M GP Inc. (“B2M GP”), for an Order or Orders approving rates for the transmission of

electricity.

I

The Applicant is B2M Limited Partnership (“B2M LP”). B2M LP is a Limited Partnership,
the partnership interests in which are held by B2M GP Inc. and Hydro One B2M LP Inc.
affiliates of Hydro One Inc. (“HOI”), and Saugeen Ojibway Nation Finance Corporation
(“SON FC”), a corporation owned by, and Nominee of, the Chippewas of Saugeen First
Nation and Chippewas of Nawash First Nation. B2M LP has its head office in Markham,
Ontario.  The Applicant carries on the business, of owning and operating transmission

facilities in Ontario.

B2M LP hereby applies to the Ontario Energy Board (the “Board”), pursuant to Section 78 of
the Ontario Energy Board Act, 1998, for an Order or Orders approving the 2015 through
2019 revenue requirement and customer rates for the transmission of electricity, to be

implemented on January 1% of each test year.

B2M LP seeks approval of a revenue requirement of $38.7 million for 2015, $35.9 million
for 2016, $36.5 million for 2017, $38.2 million for 2018 and $37.3 million for 2019. After
application of the recovery measures proposed in this Application related to the start-up costs
of the entity and the recovery of the 2015 revenue shortfall, the estimated change to the

Transmission portion of the average residential customer’s bill is 0.0% in 2015, -0.4% in
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2016, 0.1% in 2017, 0.1% in 2018 and -0.1% in 2019. This represents an impact of less than

0.01% on a customer’s Total Bill in any one of the years of this application.

. As part of this Application, B2M LP is seeking the recovery of initial start-up costs totalling

$7.7 million over the 2016 to 2019 test years at a rate of $1.925 million per year.

. B2M LP also requests that the Board amend future Uniform Transmission Rates for the

Network pool to allow for recovery of the proposed revenue requirements for 2015 through

2019, effective January 1* of each year and the declaration of final rates for 2015.

. B2M LP seeks Board approval to establish three new deferral/variance accounts effective

January 1, 2015:
o the Unplanned Capital Spending Account;
o the Tax Rate Changes Account; and

o the 2015 Revenue Requirement Reconciliation Account.

. B2M LP also seeks approval of the following additional components of the Application:

o the proposed Annual Adjustment Mechanisms; and

o the proposed Annual Outcome Measurement Reporting.

. The written evidence filed with the Board may be amended from time to time prior to the

Board’s final decision on the Application. Further, the Applicant may seek meetings with
Board staff and intervenors in an attempt to identify and reach agreements to settle issues

arising out of this Application.
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9. The persons affected by this Application are the ratepayers of B2M LP.I t is impractical to set

out their names and addresses because they are too numerous.

B2M LP requests that a copy of all documents filed with the Board by each party to this

Application be served on the Applicant and the Appiicant’s counsel as follows:

a)

b)

The Applicant:

Mr. Mike Penstone
Managing Director

B2M GP Inc.

Mailing Address: 185 Clegg Road
Markham, ON L6G 1B7

Telephone: (416) 345-5444

Fax: (416) 345-4141

Electronic access: mike.penstone@b2mlp.ca

Ms. Erin Henderson
Regulatory Coordinator — Regulatory Affairs
Hydro One Networks Inc.

Address for personal service: i Floor, South Tower
483 Bay Street
Toronto, ON MS5G 2P5

Mailing Address: 7" Floor, South Tower
483 Bay Street
Toronto, ON M5G 2P5

Telephone: (416) 345-4479
Fax: (416) 345-5866
Electronic access: regulatory@HydroOne.com

The Applicant’s counsel:

Mr. D.H. Rogers, Q.C.
Rogers Partners LLP
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Address for personal service: 100 Wellington St W
Suite 500, P.O. Box 255
Toronto, ON, Mb5K 1]J5

Mailing Address: 100 Wellington St W

Suite 500, P.O. Box 255

Toronto, ON, Mb5K 1]J5

Telephone:  (416) 594-4500

Fax: (416) 594-9100

Electronic access: don.rogers@rogerspartners.com

Ms. A. Varjacic
Rogers Partners LLP

Address for personal service: 100 Wellington St W
Suite 500, P.O. Box 255
Toronto, ON, Mb5K 1J5

Mailing Address: 100 Wellington St W

Suite 500, P.O. Box 255

Toronto, ON, Mb5K 1J5

Telephone:  (416) 594-4522

Fax: (416) 594-9100

Electronic access: Anita.Varjacic@rogerspartners.com

DATED at Toronto, Ontario, this 29" day of June, 2015,

by B2M LIMITED PARTNERSHIP

By its counsﬁel,
ORIGINAL SIGNED BY DON ROGERS

[D.H. Rogers, Q.C.]
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B2M GP Inc.,
a corporation incorporated under the laws of Ontario,
in its capacity as general partner of B2M Limited Partnership

QFFICER’S CERTIFICATE

T0: THE ONTARIO ENERGY BOARD

The undersigned, Sandy Struthers, being the President and Secretary of B2M GP Inc., the
general partner of B2M Limited Partnership (“B2M LP”), hereby certifies for and on
behalf of B2M LP that: ‘

1. I am a senior officer of B2M GP Inc., the general partner of B2M LP;

2. This certificate is given pursuant to the Ontario Energy Board’s Filing
Reguirements for Electricity Transmission Rate Applications (last revised on
January 2, 2014); and

3. The evidence submitted in support of B2M Limited Partnership Transmission
Rate Application (EB-2015-0026) filed with the Ontaric Energy Board is
accurate, consistent and complete to the best of my knowledge.

DATED this 29" day of June, 2015 @
=

Sandy Struthers

President and Secretary

B2M GP Inc., in its capacity as
general partner of B2M Limited
Partnership
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SUMMARY OF APPLICATION

B2M Limited Partnership (“B2M LP”) is applying for an Order or Orders approving the
revenue requirement, cost allocation and rates for B2M LP for the years 2015 through
2019 (“test years”) under the assigned Docket Number EB-2015-0026. This summary
provides a brief description of the approvals being sought through this Application and a

summary of the revenue requirement being requested.

1.0 SCOPE OF APPLICATION

The scope of this five year Application includes:

e the review of B2M LP’s evidence in support of the revenue requirements for 2015
through 2019, and
e the review of the charge determinants for the Network pool to assist in the

development of Uniform Transmission Rates.

This submission reflects B2M LP’s plan to maintain its network assets to meet objectives
regarding public and employee safety; regulatory and legislative compliance;
maintenance of system security and reliability and system growth requirements. No
capital expenditures are forecast over the five year period covered by this application.

B2M LP’s OM&A expenditures have been determined on the basis of an examination of
required work programs to ensure the most appropriate, cost-effective solutions are
undertaken to meet public and employee safety objectives, maintain transmission
reliability at targeted performance levels, and to comply with regulatory requirements,
environmental requirements and Government direction. These expenditures are itemized

and discussed in written direct evidence in Exhibit Cl1l, Tab 2, Schedule 1.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Filed: 2015-03-30
EB-2015-0026
Exhibit A

Tab 3

Schedule 1

Page 2 of 6

This Application by B2M LP is substantively consistent with the Filing Requirements for
Transmission Applications (the “Filing Requirements”) issued by the Board on January 2,
2014. Further details are provided at Exhibit A, Tab 7, Schedule 1.

This Application addresses the Board Order of December 11, 2014, in proceeding EB-
2014-0330, for B2M LP to file a full cost of service rate application for final revenue

requirement and rates, no later than April 1, 2015.

B2M LP has entered into an Affiliate Service Agreement with Hydro One Networks Inc.
(“HONI™), for the provision of services more thoroughly described at Exhibit A, Tab 10,
Schedule 1.

The Hydro One Corporate costs related to providing support to B2M LP were developed
using the Corporate Cost Allocation Methodology as accepted by the Board in the most
recent Hydro One Transmission Application (EB-2014-0140) and updated for this current
filing, to allocate the common corporate costs to B2M LP. The study is filed as
Attachment 1 to Exhibit C1, Tab 3, Schedule 1 and is described at Exhibit C1, Tab 3,
Schedule 1.

The calculation of working capital, filed at Exhibit D2, Tab 3, Schedule 1 reflects the
results of a lead-lag study completed by Navigant Consulting Inc. and filed as
Attachment 1 to Exhibit D1, Tab 1, Schedule 2.

B2M LP has applied the deemed capital structure of 60% debt and 40% common equity,
as affirmed by the Board in EB-2009-0084 proceeding issued on December 11, 2009, in
determining its 2015 through 2019 revenue requirement. B2M LP is requesting an equity
return of 9.30% for 2015, 9.68% for 2016, 9.93% for 2017, 10.03% for 2018 and 10.08%
for 2019. The equity returns for 2015 reflect the Board’s approved equity return per its
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November 20, 2014 guidance on cost of capital reflecting the September 2014 Consensus

Forecast.

The Company assumes that the return on equity (“ROE”) for the 2016 to 2019 test years
will be updated in accordance with the Cost of Capital Report, upon the final decision in
this case. Specifically, the 2016 to 2019 ROE would be updated to reflect the September
Consensus Forecasts and Bank of Canada data available in October of the preceding year
as part of the Draft Rate Order for those test years. The derivation of the Cost of Capital
is provided at Exhibit B1, Tab 1, Schedule 1.

This Application provides information on B2M LP’s revenue requirement and charge
determinants for the Network pool to assist in the development of provincial Uniform

Transmission Rates at Exhibit G1.

20 APPROVALS REQUESTED

2.1 Revenue Requirement

Respecting B2M LP’s revenue requirement in the years 2015 through 2019, the Company

is seeking approvals for:

1. B2M LP seeks approval of a revenue requirement of $38.7 million for 2015, $35.9
million for 2016, $36.5 million for 2017, $38.2 million for 2018 and $37.3 million for
2019. After application of the recovery measures proposed in this Application related
to the start-up costs of the entity and the recovery of the 2015 revenue shortfall, the
estimated change to the Transmission portion of the average residential customer’s
bill is 0.0% in 2015, -0.4% in 2016, 0.1% in 2017, 0.1% in 2018 and -0.1% in 2019.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

27

Updated: 2015-06-29
EB-2015-0026
Exhibit A

Tab 3

Schedule 1

Page 4 of 6

2. This represents an impact of less than 0.01% on a customer’s Total Bill in any one of

the years of this application.

3. Recovery of initial start-up costs totalling $7.7 million over the 2016 to 2019 test
years at a rate of $1.925 million per year as described in Exhibit E1, Tab 1, Schedule
1.

4. Proposed OM&A expenditures of $1.8 million for 2015 test year, $1.2 million for
2016, $1.2 million for 2017, $2.5 million for 2018 and $1.5 million for the 2019 test
year, all of which are discussed in Exhibit C1, Tab 2, Schedule 1.

5. A rate base of $522.8 million for 2015, $516.0 million for 2016, $509.2 million for
2017, $502.4 million for 2018 and $495.6 million for the 2019 test year, as described
in Exhibit D1, Tab 1, Schedule 1.

6. Depreciation and amortization expenses of $6.8 million per year for the 2015 through
2019 period determined by applying the accepted Foster’s methodology and as
described in Exhibit C1, Tab 4, Schedule 1 and further detailed in Exhibit C2, Tab 2,
Schedule 1.

2.2  Cost Allocation and Rates

The Company is seeking approvals of:

1. The cost allocation methodology, as described in Exhibit G1, Tab 1, Schedule 1 and
supported by the remainder of Exhibit G.
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2. The revenue is to be collected by the Network Pool as discussed in Exhibit G1, Tab 1,
Schedule 1, since the only transmission assets that B2ZM LP owns and operates are
deemed to be Network Pool assets within the Ontario context.

3. The charge determinant application to the Network Pool as discussed in Exhibit G1,
Tab 1, Schedule 1.

4. B2M LP also requests that the Board amend future Uniform Transmission Rates for
the Network pool to allow for recovery of the proposed revenue requirements for
2015 through 2019, effective January 1% of each year and the declaration of final rates
for 2015.

2.3  Other Approvals

1. B2M LP seeks Board approval to establish three new deferral/variance accounts
effective January 1, 2015:
e the Unplanned Capital Spending Account;
¢ the Tax Rate Changes Account; and

e the 2015 Revenue Requirement Reconciliation Account.

Further details of these accounts are found in Exhibit F1, Tab 1, Schedulel.

2. B2M LP also seeks approval of the following additional components of the
Application:
e the proposed Annual Adjustment Mechanisms; and

e the proposed Annual Outcome Measurement Reporting.

Further details can be found in Exhibit A, Tab 4, Schedule 1.
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3.0 CAUSES OF THE CHANGE IN REVENUE REQUIREMENT

The proposed annual revenue requirement over the five year period is less than the 2015
revenue requirement underlying the interim Board Decision. This decrease in total
revenue requirement is a result of changes in cost of capital due to the issuance of new
debt at a lower rate as described in the updated evidence at Exhibit B1, Tab 1, Schedule
1.

There are variations in the revenue requirement year over year; which are described in
further detail in Exhibit E1, Tab 1, Schedule 1. The most significant year over year
increase in revenue requirement is in 2018 due to the need to complete vegetation

management work along the right of way.

The Application reflects B2M LP’s efforts to ensure that customers within the Province
will continue to be supplied in a secure and reliable manner while supporting the
Government’s energy initiatives, thereby contributing to the health and competitiveness

of the Province’s economy.
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FINANCIAL SUMMARY

1.0 INTRODUCTION

B2M Limited Partnership (“B2M LP”) is making this Application requesting approval of
an appropriate revenue requirement in support of just and reasonable transmission rates
for 2015, 2016, 2017, 2018 and 2019.

The proposed revenue requirement and rates included in this application have been
prepared on the basis of forward-looking 2015 to 2019 test years. This submission also

includes actual information for 2014.

B2M LP is proposing to recover a revenue requirement of $38.7 million for the 2015 test
year, $35.9 million for 2016, $36.5 million for 2017, $38.2 million for 2018 and $37.3
million for 2019. On December 11, 2014, the Board issued its Decision and Interim
Order in proceeding EB-2014-0330 approving an interim revenue requirement for 2015
of $40.6 million. The revenue requirement calculation for all test years appears in the
evidence at Exhibit E2, Tab 1, Schedule 1.

B2M LP has applied the deemed capital structure of 60% debt and 40% common equity,
as affirmed by the Board in EB-2009-0084 proceeding issued on December 11, 2009, in
determining its 2015 through 2019 revenue requirement. B2M LP is requesting an equity
return of 9.30% for the 2015 test year, 9.68% for 2016, 9.93% for 2017, 10.03% for 2018
and 10.08% for 2019. The equity returns for 2015 reflect the Board’s approved equity
return per its November 20, 2014 guidance on cost of capital reflecting the September
2014 Consensus Forecast. Evidence in support of its Cost of Capital and Cost of Third
Party Long Term Debt appears at Exhibit B1, Tab 1, Schedule 1.
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B2M LP’s OM&A expenditures have been determined on the basis of an examination of
required work programs to ensure the most appropriate, cost-effective solutions are
undertaken to meet public and employee safety objectives, maintain transmission
reliability at targeted performance levels, and to comply with regulatory requirements,
environmental requirements and Government direction. These expenditures are itemized

and discussed in written direct evidence in Exhibit C1, Tab 2, Schedule 1.

B2M LP has entered into an Affiliate Service Agreement with Hydro One Networks Inc.
(“HONI™), for the provision of certain services more thoroughly described at Exhibit A,
Tab 10, Schedule 1.

The Hydro One Corporate costs related to providing support to B2M LP were developed
using the Corporate Cost Allocation Methodology as accepted by the Board in the most
recent Hydro One Transmission Application (EB-2014-0140) and updated for this current
filing, to allocate the common corporate costs to B2M LP. The study is filed as
Attachment 1 to Exhibit C1, Tab 3, Schedule 1 and is described at Exhibit C1, Tab 3,
Schedule 1

Depreciation and amortization expense of $6.8 million for each of the test years, were
determined by applying the accepted Foster’s methodology described in Exhibit C1, Tab
4, Schedule 1 and further detailed in C2, Tab 2, Schedule 1.

The calculation of working capital, filed at Exhibit D2, Tab 3, Schedule 1 reflects the
results of a lead-lag study completed by Navigant Consulting Inc. and filed as
Attachment 1 to Exhibit D1, Tab 1, Schedule 2.
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B2M LP proposed Rate Base of $522.8 million for 2015, $516.0 million for 2016, $509.2
million for 2017, $502.4 million for 2018 and $495.6 million for the 2019 are discussed
at Exhibit D1, Tab 1, Schedule 1.

No capital expenditures are forecast over the 5 test year period as discussed in Exhibit
D1, Tab 2, Schedule 1.

Table 1 summarizes the financial highlights for the 2015 to 2019 Test Years.

Table 1
Cost of Capital
Line Total 2015 2015 2016 2016 Cost  Exhibit
No. Rate Deemed Cost Rate Deemed Rate (%)
Base Capital (%) Capital
Percent  Structure Structure
$ $
millions) millions)
(a) (b) () (d) (e) ()
1 Total Debt 60.0% 313.7 3.30% 309.6 1.81% B2-1-1
2 Common 40.0% 209.1 9.30% 206.4 9.68% B2-1-1
Equity
3 Total Rate 100.0% 522.8 5.70% 516.0 4.96% B2-1-1
Base
Line Total 2017 2017 2018 2018  Exhibit
No. Rate Deemed Cost Deemed Cost
Base Capital Rate Capital Rate
Percent Structure (%) Structure (%)
($ millions) ($ millions)
(a) (b) (c) (d) (e) (f)
1 Total Debt 60.0% 305.5 1.94% 301.4 1.99% B2-1-1
2 Common Equity  40.0% 203.7 9.93% 201.0 10.03% B2-1-1
3 Total Rate Base  100.0% 509.2 5.14% 502.4 520% B2-1-1
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Line Total 2019 2019  Exhibit
No. Rate Deemed Cost
Base Capital Rate
Percent Structure (%)
($ millions)
(a) (b) (c) (d)
1 Total Debt 60.0% 297.3 1.98% B2-1-1
2 Common Equity  40.0% 198.2 10.08% B2-1-1
3 Total Rate Base  100.0% 495.6 522% B2-1-1
Financial Highlights
Line | $ millions 2015 2016 2017 2018 2019 Exhibit
No.
1 Total OM&A 1.8 1.2 1.2 2.5 1.5 Cl-2-1
Expense
2 Rate Base 522.8 516.0 509.2 502.4 495.6 D2-1-1
3 Revenue 387 359 365 38.2 37.3 E2-1-1
Requirement
4 Return on 298 256 26.1 26.1 25.9 E2-1-1
Capital
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SUMMARY OF APPLICATION FRAMEWORK

1.0 INTRODUCTION

B2M Limited Partnership (“B2M LP”) is applying for a five year Cost of Service
application. B2M LP has determined that a five year Cost of Service application is most
appropriate, given the forecast of operations, maintenance and administrative expenses is
relatively stable over the test years and no capital expenditures are forecast to be incurred
and placed in-service during this period. This approach will minimize the regulatory
burden for all stakeholders and thereby contribute to overall rate stability. This
application approach allows the Company to propose a smoothing methodology to
minimize the initial rate impact to customers resulting from the start-up costs incurred to

form the partnership.

2.0 APPLICATION FRAMEWORK

B2M LP’s application is a five year Cost of Service application that provides five years
of revenue requirements to operate the assets, accommodate necessary maintenance
investments in infrastructure and system integrity work to ensure continued safe, reliable

and secure service.

B2M LP recognizes that there are still risks associated with forecasting over a longer
period. Changes in the industry may alter the investment needs or require changes to
rate setting that could result in a significant impact on the Company’s capability to

execute its plan.

In order to mitigate the risk of externally driven factors that may be impactive; B2M LP
is proposing a number of adjustment mechanisms in the design of its application in order
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for the Company to avoid a regulatory review by the Board during the five year
application period. B2M LP is also proposing a set of outcome measures to track its
performance and delivery of the plan. These mechanisms are summarized in the

following sections.

2.1  Annual Adjustment Mechanisms

B2M LP is proposing annual adjustment mechanisms for recurring events that are
externally driven, mechanical in nature and do not require a prudence review. The
adjustment calculation will be derived based on year-end audited financial statements or
parameters issued by the Ontario Energy Board or the Provincial or Federal

Governments. B2M LP’s proposal for annual adjustments will include such items as:

changes in the cost of capital and working capital,

changes in the tax rates, and

changes in other third party pass through charges.
B2M LP’s intention is to present to the Board annually an update of adjustments for the
upcoming year as part of a draft rate order. Further details on annual adjustments are

provided below.

2.1.1 Cost of Capital

B2M LP’s cost of capital for each of the test years 2015 to 2019 is shown in Exhibit B1,
Tab 1, Schedule 1, Table 1. Late each year the Board issues new parameters for the
return on equity and deemed short term rate to be used to set rates for the following year.
Once issued, B2M LP will file a draft rate order using these new parameters to establish

rates for the following year. Based on previous Board decisions, the Company will also
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update its cost of long term debt to account for any debt issues that were made in the past
year. The rate order will clearly show the change in revenue requirement due to the new
return on equity and cost of debt for the next test year. The incremental amount will be
added to or subtracted from the original Board approved revenue requirement in this
application and Board approval will be sought to use the adjusted revenue requirement to
determine new rates for the following year. Draft rate schedules based on the adjusted

revenue requirement will be filed with the rate order for the Board’s approval.

2.1.2 Changes in Tax Rates

In Exhibit F1, Tab 1, Schedule 1, B2M LP is requesting the establishment of the Tax
Rate Changes account. This account will track the effect of legislative or regulatory
changes to the tax rates or rules on the amount of costs approved by the Board as part of
this application. As changes to statutory tax rates can be calculated in a purely

mechanical way, there is no issue of prudency in spending to be reviewed.

2.1.3. Changes in other Third Party Pass Through Charges

If there are changes in Third Party Pass Through Charges to be used to set rates, B2M LP
will include these new parameters in its draft rate order to establish rates for the
following year. The rate order will clearly show the change in revenue requirement due
to the new parameters. The incremental amount will be added to or subtracted from the
original Board approved revenue requirement in this application and Board approval will
be sought to use the adjusted revenue requirement to determine new rates for the
following year. Draft rate schedules based on the adjusted revenue requirement will be
filed with the rate order for the Board’s approval.
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2.2 Outcome Measures

B2M LP is proposing a set of outcome measures with targets that will track the
Company’s performance in meeting its five year plan as described in this application. The
outcome measures will be tracked annually and the results of this tracking will be

reported to the Board. The proposed outcome measures are:

System Average Interruption Frequency;

System Average Interruption Duration;

Average System Availability; and

NERC Vegetation Compliance.
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SUMMARY OF TRANSMISSION BUSINESS

1.0 INTRODUCTION

B2M LP is licensed by the Ontario Energy Board to own, operate and maintain transmission
facilities in the Province of Ontario. This exhibit provides an overview of a transmission system
and a description of the B2M LP’s transmission assets. A summary of B2M LP’s transmission
business, values, and strategic goals follow in Section 4 through Section 6, and concludes with a
discussion on the requirements for B2M LP within the electricity industry and regulatory

framework in Ontario.

20 TRANSMISSION SYSTEM BACKGROUND

The purpose of a transmission system is to transmit electricity between supply points (such as
generators, interconnections with other jurisdictions, and load customers with sufficient
embedded generation to result in injections into the transmission system) and delivery points
(load customers, including Local Distribution Companies (“LDCs”), end-use Transmission

Customers and interconnections with other jurisdictions).

A simplified figure of a Transmission System is provided in Figure 1 below. As depicted, a
typical transmission system is a large interconnected electrical network which includes three key
components: step-up facilities from supply points, high-voltage transmission lines, and step-

down facilities to delivery points.
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Figure 1 - Transmission System
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The Province of Ontario has several licenced transmitters. They include B2M LP, Hydro One

Networks, the largest transmitter of electricity in the province, Great Lakes Power, Canadian

Niagara Power, Five Nations Energy and a number of other licensed transmitters that have

emerged with the change in policy that enabled competitive transmission. However, in contrast

to the other transmitters, B2M LP transmission assets are limited to an individual double circuit

high-voltage transmission line. Further details of B2M LP’s assets are presented in the following

section.
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3.0 DESCRIPTION OF B2M LP TRANSMISSION ASSETS

B2M LP’s business assets are solely comprised of one 500kV double circuit high-voltage
transmission line known as Circuit B560V and Circuit BS61M. These circuits have a combined
capacity of approximately 3,000 MW. Each circuit is approximately 176 km in length and form
a contiguous line from Bruce Power Complex to Milton SS that consists of new 500kV lines
from Bruce Power Complex to a point near Highway 7 combined with pre-existing 500kV lines
from the point near Highway 7 south to the Hydro One Milton Switching Station. A map of the

transmission line is provided in Exhibit A, Tab 8, Schedule 1.

The demarcation point of each of B2M LP’s circuits from Hydro One’s transmission system is:

e Circuit B560V: terminating at the north end near Bruce A TS at tower #2A inclusive, and at
the south end at Milton SS at tower #726 inclusive; and

e Circuit B561M: terminating at the north end near Bruce B SS at tower #2 inclusive, and at

the south end at Milton SS at tower #726 inclusive.

The ownership of the terminating stations (Bruce A TS, Bruce B SS, and Milton SS) remains with

Hydro One.

The major components of these circuits include: overhead conductors, steel support structures,
foundations, insulators, connecting hardware and grounding systems as well as rights to Hydro

One’s existing transmission corridor on which the circuits are located.
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A summary of the key physical assets are provided in Table 1.

Table 1

B2M LP Assets

Fixed Assets (Net Book Value) $526.3 Million*
Transmission System Voltages (kV) 500
Overhead Transmission Lines (circuit km) 350

*Value as of December 31, 2014.

4.0 DESCRIPTION OF B2M LP BUSINESS ACTIVITIES

B2M LP’s business activities are regulated and consist of the management of its transmission

assets to meet reliability standards and satisfy regulatory, environmental, and legal requirements.

B2M GP Inc. will be responsible for ensuring that the transmission assets owned by B2M LP are
operated and maintained in accordance with all applicable regulatory standards as outlined in
Section 7.0. B2M GP Inc. will carry out these functions through an operations and management
services agreement with Hydro One Networks Inc. (“HONI”), as further outlined in Exhibit A,
Tab 10, Schedule 1.

HONI’s management of the B2M LP transmission assets includes operations, maintenance,
construction and engineering services, customer service activities and supporting research,
environmental, and public/employee health and safety programs. The costs of all these activities

are included in the revenue requirements for B2M LP.
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Furthermore, expenditures are included in the revenue requirement for B2M LP for
administrative and corporate services, which will also be supported by HONI. Details of these
costs are discussed in Exhibit C1, Tab 2, Schedule 1.

5.0 B2M LP’S VALUES

B2M LP is driven by the values of Health & Safety, Stewardship, Excellence and Innovation; the
same values that drive B2M LP’s service provider, Hydro One. B2M LP conducts work in an
environment that can be dangerous for both workers and the public, and so safety is of the utmost
importance. The company demonstrates sound stewardship in a manner that respects both
customers’ needs, as well as the environment. Excellence is achieved through continuous
improvement to ensure that B2M LP is prepared and equipped to deliver high quality and

affordable service. B2M LP values innovation and views it as a key success factor for its future.

B2M LP’s strategy and business values must ensure rates that can balance the financing of

investment in infrastructure while maintaining affordable and reliable service.

6.0 STRATEGIC GOALS AND PERFORMANCE TARGETS

B2M LP’s strategic objectives parallel those of Hydro One and consist of:

e Creating an injury-free workplace and maintaining public safety;

e Focusing on continuous innovation to ensure a modern, flexible and advanced transmission
system;

e Maintaining a reliable, cost-effective transmission system;

e Protecting and sustaining the environment for future generations;

e Maintaining a commercial culture that increases value for its owners; and

e Achieving productivity improvements and cost-effectiveness.
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The five-year goals associated with the company’s strategic objectives are shown in Table 2.

Table 2
STRATEGIC OBJECTIVES FIVE-YEAR VISION

Injury-Free Achieve world-class standing for medical attention, for
utilities.

Continuous Innovation Meet 100% of plan.

Reliable Transmission Maintain top-quartile transmission reliability.

Protecting the Environment Reduce B2M LP’s environmental footprint.

Owner’s Value Achieve the ROE allowed by the Ontario Energy Board
and maintain “A” credit rating category.

Productivity and Cost-Effectiveness Achieve top-quartile unit costs in transmission against
utility comparables.

These strategic objectives underpin and drive B2M LP’s business.

7.0 ELECTRICITY INDUSTRY AND REGULATORY FRAMEWORK

B2M LP is subject to direction from its owners, Board decisions, and government legislation and
regulations. Each one of these sources has the potential to be a driver for change affecting B2M
LP policies, processes and work programs. When new legislation or regulations are passed or
when OEB decisions are released, B2M LP responds by developing appropriate programs or

initiatives to implement the required changes in a cost effective fashion.

The following provides a summary of the key electricity legislation and regulation, industry
standards and guidelines and other relevant legislation that governs and drives B2M LP

transmission business.
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7.1 Industry and Regulatory Environment in Ontario

Within the Ontario electricity industry, the Ministry of Energy sets legislative and regulatory
requirements through changes to the Electricity Act, 1998 and the Ontario Energy Board Act,

1998. Both statutes have been amended several times.

The OEB sets transmission rates, issues codes and licenses, and grants approval for construction
of new transmission lines greater than two kilometers. The Transmission System Code (“TSC”),
issued by the OEB, sets out the obligations of electricity transmitters with respect to their
customers. The TSC also addresses standards for the operation, maintenance, management and
expansion of transmission systems. B2M LP is bound by the terms of its transmission licence to
adhere to the requirements of the TSC and is required to operate and maintain its system in
accordance with “good utility practice”. The TSC and the market rules also require all customers
directly connected to the transmission system to enter into a connection agreement with their
transmitter. Direct customer connections to the 500kV system in Ontario are very rare. At the
present time, B2M LP does not have any customers that are directly connected to its assets. B2M

LP will establish agreements with transmission customers if required in the future.

The Independent Electricity System Operator (“IESO”) administers the electricity market and
directs the operation of the power system in Ontario while ensuring its extensive planning,
conservation, market and procurement capabilities serve the province’s long-term needs. The
IESO controlled grid provides the infrastructure for transmitting large volumes of electrical
energy from major generation sources to major load centers. The B2M LP transmission assets
provide transmission capacity. As part of the IESO controlled transmission grid, the IESO

makes this capacity available to market participants.
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7.2 North American Reliability Framework

The National Electric Reliability Council (“NERC”) was established in the United States in 1968
in response to the 1965 blackout. NERC is subject to oversight by governmental authorities in
Canada and the U.S. NERC’s mission is to ensure the reliability of the bulk power system in
North America. NERC develops and enforces reliability standards; monitors the bulk power
system; and assesses and reports on future transmission and generation adequacy. To date,
NERC has developed over 120 standards including approximately 1,400 requirements. Over 60
of these standards apply to B2M LP.

The U.S. Energy Policy Act of 2005 authorized the creation of a self-regulatory Electricity
Reliability Organization (“ERO”) that would span North America. The legislation stated that
compliance with reliability standards would be mandatory and enforceable. In July 2006, NERC
was certified as the ERO in the United States. In October 2006, the OEB signed a Memorandum
of Understanding with NERC recognizing NERC as the ERO in Ontario. Voluntary compliance
was expected as a matter of good utility practice through the first set of NERC standards
(effective January 2005). The standards later became mandatory and enforceable in the United
States in June 2007.

As a licensed Transmitter, B2M LP has a regulatory obligation to comply with the reliability
standards adopted by NERC. This requirement to comply is also stated in the IESO Market
Rules. B2M LP is bound to follow the Market Rules and also “good utility practice” in its day-
to-day operations. The IESO is responsible for monitoring and enforcing the reliability standards
in Ontario, where market participants are subject to monetary sanctions of up to one million

dollars for confirmed violations.
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7.3 Other Relevant Legislation

7.3.1 Environmental Legislation

B2M LP is subject to a wide range of federal and provincial legislation, regulation and standards
related to environmental impacts. The following are the major acts that govern B2M LP’s
activities. Many others can apply in specific circumstances but the following are applicable to
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most transmission work:

e Environmental Assessment Act,

e Environmental Protection Act,

e Fisheries Act / Fish and Wildlife Conservation Act,
e Species at Risk Act / Endangered Species Act,
e Transportation of Dangerous Goods Act,

e Pesticides Act,

e Ontario Water Resources Act,

e Conservation Authorities Act.

e Ontario Heritage Act,

e Forest Fires Prevention Act,

e Public Lands Act, and

e Public Transportation and Highway Improvement Act.

7.3.2 Safety Standards

Safety is of utmost importance in B2M LP’s transmission work activities. B2M LP is committed

to complying with safety standards and regulations following those established by Hydro One.

Some major Safety Acts that are more relevant to B2M LP are:
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e Occupational Health and Safety Act, which requires B2M LP to comply with industrial
design and construction safety regulations, and

e B2M LP must also comply with the health regulations of the Ministry of Health under the
Public Health Act.

7.3.3 Industry Standards

B2M LP also complies with other relevant national and international standards such as the
Canadian Standards Association (“CSA”), the Institute of Electrical and Electronic Engineers
(“IEEE”) and the International Electrotechnical Commission (“IEC”) for the design of its

transmission system and equipment.
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1 NOTICES OF MOTION

2

3 To be filed behind this tab as and when Notices of Motion are filed.
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COMPLIANCE WITH OEB FILING REQUIREMENTS FOR
ELECTRICITY TRANSMITTERS

1.0 INTRODUCTION

This Application made by B2M LP is substantially consistent with the requirements of:

e Chapter 2 of the Ontario Energy Board Filing Requirements for Electricity Transmission

Applications (the “Filing Requirements”) issued by the Board on January 2, 2014; and
e The Ontario Energy Board Rules of Practice and Procedure last revised April 24, 2014.

Given the unique nature of the B2M LP assets and the role they play in the transmission of
electricity in the province, portions of the filing guidelines are not applicable to B2M LP. These

include:

1. Minimum Filing Data
e B2M LP is a new entity, having received Board approval pursuant to Section 60 of the
Ontario Energy Board Act for transmitter licensing authority on November 28, 2013.
Hence they cannot provide three years of historical data or provide analysis to previous

Board approved data as this is B2M LP’s first cost of service application.

2. Customer Engagement
e B2M LP does not have any direct customers, and hence has not performed any customer

engagement activities or customer service performance analysis.

3. Economic Overview / Load Forecast
e B2M LP asset base consists of only two 500 kV transmission lines, and hence has no load

determinants to include in the forecast.
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e Similarly, the only rate pool applicable for B2M LP assets is the “Network” pool
consistent with the cost allocation methodology approved by the Board in proceeding
EB-2012-0031 for Hydro One Networks transmission rates. Therefore, no further cost
allocation methodology is presented in this application.

4. Planning Process
e The assets owned by B2M LP are relatively new with approximately 90% of the line less
than three years old. As such, B2M LP is not proposing any capital expenditure in this
application, and hence did not undertake a capital investment planning process or a
regional planning process.

e Similarly, B2M LP has not provided a consolidated Asset Management Plan. However,
the high level information on B2M LP’s assets and planned maintenance investments is

provided within the application.

5. Other Revenue
e B2M LP has no external revenue sources, the only revenue applicable to B2M LP is the

revenue requirement from owning and maintaining the two 500 kV transmission lines.

Notwithstanding the items above, B2M LP submits that it has substantiated the need for and
provided sufficient justification of the costs that are the basis of the proposed new rates; which is
essential for the regulatory review process in order to enable the Board to make a determination
as to whether the proposals are reasonable.
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TRANSMISSION SYSTEM MAP

B2M LP’s business comprises ownership of a 500 kV double circuit high-voltage transmission
line, which passes through Bruce, Grey, Wellington, and Dufferin counties; the regional
municipality of Halton; and the municipalities of Kincardine, Brockton, Hanover, West Grey,
Southgate, Wellington North, Erin, East Luther Grand Valley, East Garafraxa, Halton Hills and
Milton.

The map in Attachment 1 depicts the route of the two 500 kV double circuit high voltage
transmission lines, one pre-existing double circuit line and one new double circuit line, between
the Bruce Power Complex and Milton SS. B2M LP’s owned assets include the new double
circuit line from Bruce Power Complex at Kincardine to a point near Highway 7 just east of
Acton; at this point the new double circuit line is joined to a short section of pre-existing 500 kV
double circuit line which carries on from Highway 7 south to Milton SS. Further details on B2M
LP’s owned assets are outlined in Exhibit A, Tab 5, Schedule 1.
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DESCRIPTION OF THE PARTNERSHIP

B2M LP is a limited partnership formed under the laws of Ontario that has acquired
certain Bruce by Milton transmission assets, such that it owns a set of continuous
transmission circuits running from the Bruce Nuclear Generation Complex to Hydro One
Networks” Milton Switching Station. These circuits are named B560V and B561M. The
business to be carried out by B2M LP is the provision of electricity transmission service

in Ontario.

The B2M LP limited partnership transaction was finalized on December 17th, 2014.
Audited financial statements for the year ending December 31, 2014 are filed as Exhibit
A, Tab 11, Schedule 1.

B2M LP is principally owned by two different entities. The first is B2M GP Inc.; a
wholly owned subsidiary of Hydro One Inc. B2M GP Inc. holds the general partner
interest and retains substantially all of Hydro One’s partnership interests in B2M LP.
B2M GP Inc. is responsible for ensuring B2M LP assets are operated and maintained in
accordance with all applicable regulatory standards and Hydro One Transmission’s
maintenance and operating practices through a comprehensive services agreement. This
agreement is included at Exhibit A, Tab 10, Schedule 1. The agreement mandates that
Hydro One shall be required to ensure that all applicable OEB license, code and rule

requirements will be observed.

The other substantial shareholder in B2M LP is Saugeen Ojibway Nation Finance
Corporation (“SON FC”). This corporation is jointly owned by, and is a nominee for, the
Chippewas of Saugeen First Nation and the Chippewas of Nawash First Nation
(collectively known as “SON”). SON FC is an Ontario corporation that has been formed
specifically as the vehicle for SON to be able to participate in B2ZM LP. SON FC holds
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the partnership interest in B2M LP for SON but no substantial assets or liabilities other
than the financing arranged to fund the acquisition cost of its partnership interest. SON
FC will receive the net profit from B2M LP without incidence of income taxes. The
resulting reduction in income taxes serves to decrease the cost to ratepayers over the life

of the asset.

The organization charts for the B2M Limited Partnership shareholder structure and

financial ownership structure are found in Attachment 1.
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ORGANIZATION CHARTS
2
3 B2M Limited Partnership Shareholder Structure

Hydro One
Inc

100%

|ppewas |ppewas

of Saugeen of Nawash
First Nation* First Nation*

Hydro One
B2M
Holdings Inc

SON FC
[Nominee]

Hydro One
B2M LP Inc

65.7% 0.1% 34.2%

B2M Limited

Partnership

* a Band within the meaning of Section 2(1) of the Indian Act (Canada)
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B2M Limited Partnership Financial Ownership Structure

B2M Limited

Debt - $315.8
Partnership Equity - $210.5
65.7% 34.2%
0.1%
Debt - $315.8 Hydro One ity 502

Equity - $138.3

B2M LP Inc

Hydro One
B2M
Holdings Inc

100%

Hydro One
Inc

Debt - $315.8
Equity - $138.5

* All numbers in SMn {rounded), values as of December 17, 2014 — closing date of transaction

]
SON FC

[Nominee]

Equity - $72
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AFFILIATE SERVICE AGREEMENTS

1.0 INTRODUCTION

B2M LP is a limited partnership whose legal representative is B2M GP Inc. All business
of B2M LP, the transmitter, is conducted through B2M GP Inc., an affiliate of Hydro One
Networks Inc. (“HONI”).

Since B2M GP Inc. and HONI are under common control, in keeping with the spirit of
the Affiliate Relationships Code (“ARC”), when B2M LP provides services to or
purchases services from affiliates, it does so in accordance with service agreements. This
Exhibit discusses the current agreements between B2M LP and HONI for operations

services, maintenance services, and common administrative and corporate services.

20 THE DEVELOPMENT OF THE SERVICE LEVEL AGREEMENT

Representatives from B2M LP and HONI identified the nature of the services required
for the safe and prudent operation in accordance with Good Utility Practice of B2M LP’s
transmission assets. An Agreement for Operations and Management Services capturing
these requirements has been reviewed and approved by each company’s accountable

officer, and is filed as Attachment 1 to this exhibit.

3.0 TERMS AND CONDITIONS

In accordance with the B2M LP Transmission License, the ARC, and all other applicable
codes, rules, orders and decisions of the Board, this agreement describes the terms and
conditions of the services HONI provides to B2M LP. This includes the provisions of

operations and management services, fees and taxes, invoicing and payment, budgets,
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accounts and right to audit, liability and force majeure events, dispute resolution

procedures, confidentiality and intellectual property, and term and termination of the

agreement. More details on the key clauses are provided below.

3.1  Provision of Operations and Management Services

The agreement addresses the provision by HONI to B2M LP of operations, maintenance,

and certain common administrative and corporate services. A description of the services

contained in the Agreement for Operations and Management Services is provided in

Table 1.
Table 1
Service Level Agreement — 2015 to 2019
Services Services Description of Services
Provider Recipient(s)
Hydro One B2M LP a) Operations Services — monitoring and control of the Transmission

Networks Inc.

System, in accordance with the requirements of B2M LP’s
Transmission License and all services required to fulfill all of B2M
LP’s obligations under its Connection Agreement and the IESO-B2M

LP operating requirements.

b) Maintenance Services — all maintenance, repair and refurbishment
services, in accordance with the requirements of B2M LP’s
Transmission License and all services required to fulfill all of B2M
LP’s obligations under its Connection Agreement and the IESO-B2M

LP operating requirements.
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SCIUIECS SCIUIECS Description of Services
Provider Recipient(s) P
Hydro One B2M LP c) Administrative and Corporate Services — some corporate and
Networks Inc. administrative services provided by HONI including finance and
regulatory support, tax advice and returns preparation, treasury,
communications and government relations, legal advice, real estate
support, corporate security services, and First Nations support.
3.2 Fees

Pursuant to the ARC, where a utility provides a service, resource product or use of an
asset to an affiliate, the utility shall charge no less than the greater of (i) the market price
of that service, product, resource or use of asset and (ii) the utility’s fully-allocated cost
to provide that service, product, resource or use of asset. In purchasing a service,
resource, product or use of an asset from an affiliate, a utility shall pay no more than the
market price for that service, product, resource or use of asset. Where no market exists, a
utility shall charge no less than its fully-allocated cost to provide the service, product,
resource or use of asset, and shall pay no more than the affiliate’s fully-allocated cost to
provide the service, product, resource or use of asset. The level of costs for B2M LP’s

services was determined consistent with the principles above.

The annual fees payable by B2M LP to HONI for Test Years 2015 to 2019 are as

follows:
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Fees Payable by B2M LP for Services Received from HONI

($ Millions)
Test Years

2015 2016 2017 2018 2019
Maintenance Services 0.2 0.0 0.0 12 0.0
Operations Services 0.5 0.5 0.5 0.5 0.5
Corporate and Administrative 0.2 0.2 0.2 0.2 0.2
Services
Totals 0.9 0.8 0.8 2.0 0.8

3.3  Budgets, Accounts and Right to Audit

HONI shall provide B2M GP Inc. with a proposed annual operating, maintenance and

capital improvement Budget for B2M LP for the subsequent fiscal year at least sixty (60)

days prior to the commencement of the next fiscal year. Such annual Budget shall be

accompanied by an annual operating plan prepared by HONI. B2M GP Inc. shall notify

HONI within thirty (30) days after receipt of the Budget, of any issues with respect to

such proposed Budget, and the two parties shall cooperate with each other in developing

a mutually acceptable Budget within the next thirty (30) days.

HONI and B2M GP Inc. agree that the Budget may be amended from time to time by

mutual agreement to reflect revisions necessitated by unanticipated circumstances

including such as, but changes in applicable laws, additions or deletions to the scope of

the services, emergencies and force majeure events.
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If HONI becomes aware that the costs of services for the current fiscal year may exceed
the Budget by 5% or more, HONI shall promptly notify B2M GP Inc. of such anticipated

budget overrun and provide B2M GP Inc. a proposed amendment to the Budget.

B2M GP Inc. shall notify HONI within thirty (30) days after receipt of HONI's proposed
Budget amendment of any issues and the parties shall cooperate with each other in
developing a mutually acceptable amendment to the Budget. HONI will not perform any
services without the prior approval of B2M GP Inc. that would result in a cost overrun

except in the case of an emergency.

In the event of an accident or emergency relating to the B2M LP assets, HONI may take
action to address the situation without obtaining any approvals of B2M GP Inc. This may
result in spending funds deemed by HONI to be reasonably necessary under the
circumstances. As promptly as reasonably practicable after HONI establishes control
over such accident or emergency, HONI shall furnish B2ZM GP Inc. a reasonably detailed
written description of the accident or emergency and the manner in which such accident
or emergency was handled by HONI. As well, HONI shall be paid for these costs as

incurred.

Except in the case of an emergency, HONI shall perform all services in accordance with

the annual operating plan accompanying the Budget.

HONI and B2M GP Inc. agree to keep all necessary and proper accounts and records
relating to services provided by HONI and these accounts and records shall be open to

audit and inspection for a period of six years.
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3.4  Dispute Resolution Procedure

If the parties have a dispute under the agreement that cannot be resolved by a conference
of senior officers from HONI and B2M GP Inc., a written notice outlining the specifics of
the dispute will be passed to the parties’ respective Presidents. Five business days after
receipt of written notice, if the dispute remains unresolved, the matter is referred to

arbitration for final resolution.

3.5  Confidentiality and Intellectual Property

Unless required by law and/or in certain other exceptional circumstances typically found
in a confidentiality agreement, each party shall maintain in strict confidence the
agreement and all information received from the other party. A party of the agreement
receiving confidential information shall not copy or disclose the information to any third
party without the prior written consent of the disclosing party unless specifically

stipulated in the agreement.

Confidential information shall remain the sole and exclusive property of the disclosing

party.

3.6 Term and Termination

The agreement remains in force between B2M LP, B2M GP Inc. and HONI for an initial
term of five years unless terminated on at least twelve months’ prior written notice from
the terminating party. At the end of the five year period, the agreement will be
automatically renewed for successive periods of five years upon the same terms and

conditions unless the decision is taken to terminate the agreement.
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4.0 COST-BASED PRICING

The fees payable to HONI were based on the proportion of a given service used by B2M
LP. The cost allocation model that was used to arrive at the fees payable is described in
Exhibit C1, Tab 3, Schedule 1, Attachment 1. Where the fees payable for the services
delivered are cost-based, such costs may be billed directly.
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THIS AGREEMENT FOR OPERATIONS SERVICES AND MANAGEMENT
SERVICES effective as of the 17" day of December, 2014

BETWEEN:

Hydro One Networks Inc. (“Hydro One Networks”)
-and —
B2M GP Inc. (“GPco”)
-and -

B2M Limited Partnership (“BM LP”) by its general partner B2M GP INC.

WHEREAS:

1

2)

3)

4)

5)

BM LP is the transmitter licensed under the Ontario Energy Board Act (the
“Act”) to own and operate the second 500KV electric transmission tower line
spanning approximately 180 kilometres from the Bruce Power Nuclear
Generating Station in Kincardine, Ontario to Hydro One Networks’ switchyard in
Milton, Ontario (the “BXM Line”), which line went into commercial service in
May 2012.

GPco, is an affiliate of Hydro One Networks within the meaning of the ARC.

BM LP wishes to subcontract the operation of the BXM Line to Hydro One
Networks as further set out herein.

GPco wishes to obtain the assistance of Hydro One Networks, from time to time,
in connection with certain management functions associated with the transmission
business of BM LP.

The Parties are entering this Agreement to define their respective rights and
obligations with respect to management and operation of the BXM Line.

NOW THEREFORE in consideration of the foregoing and the mutual covenants,
agreements, terms and conditions contained herein, the Parties intending to be legally
bound hereby agree as follows:
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ARTICLE I: DEFINITIONS

1.1 Defined Terms

Capitalized terms which are not otherwise defined herein shall have the meaning given to
them in the ARC. The following capitalized terms, wherever used in this Agreement, shall
have the following meanings:

“Agreement” means this Agreement and all amendments made hereto by written
Agreement between the Parties in accordance with the terms of this Agreement;

“ARC” means the Affiliate Relationships Code for Electricity Distributors and
Transmitters issued by the OEB in accordance with the Act, as amended from time to
time;

“BM LP Transmission Licence” means the licence or licences issued to BM LP by the
OEB pursuant to the Act and in effect from time to time;

“Claims” means all losses, costs, damages, expenses, injuries, liabilities, claims,
demands and penalties, including reasonable legal fees, experts’ fees and court costs,
whether incurred through settlement or otherwise, and interest on each of these items, in
each case whether arising prior to or after the termination of this Agreement.

“Connection Agreement” means the connection agreement which BM LP has or will
have entered into with Hydro One Networks governing the interconnection of the BXM
Line with the transmission systems owned and operated by Hydro One Networks;

“Fees” means the Operations Fees and the Management Fees;

“Force Majeure Event” means, in relation to a Person, any event or circumstance, or
combination of events or circumstances,

() that is beyond the reasonable control of the Person;

(1)  that adversely affects the performance by the Person of its obligations
under this Agreement; and

(1)  the adverse effects of which could not have been reasonably foreseen or
prevented, overcome, remedied or mitigated in whole or in part by the Person
through the exercise of diligence and reasonable care and includes, but is not
limited to, acts of war (whether declared or undeclared), invasion, armed conflict
or act of foreign enemy, blockade, embargo, revolution, riot, insurrection, civil
disobedience or disturbances, vandalism or acts of terrorism, strikes, lockouts,
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restrictive work practices or other labour disturbances, unlawful arrests or
restraints by government or governmental, administrative or regulatory agencies
or authorities unless the result of a violation by the Person of a permit, licence or
other authorization or of any applicable law, and acts of God including lightning,
earthquake, fire, flood, landslide, unusually heavy or prolonged rain or
accumulation of snow or ice or lack of water arising from weather or
environmental problems; provided however, for greater certainty, that the lack,
insufficiency or non-availability of funds shall not constitute a Force Majeure
Event;

“Good Utility Practice” means any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry in North America during
the relevant time period, or any of the practices, methods and acts which, in the exercise
of reasonable judgment in light of the facts known at the time the decision was made,
could have been expected to accomplish the desired result at a reasonable cost consistent
with good business practices, reliability, safety and expedition. Good Utility Practice is
not intended to be limited to the optimum practice, method, or act to the exclusion of all
others, but rather to be acceptable practices, methods, or acts generally accepted in North
America;

“IESO” means the Independent Electricity System Operator established under the
Electricity Act, 1998, or its successor;

“IESO-BM LP Operating Agreement” means the operating agreement which BM LP
has or will enter with the IESO through which the IESO ensures that the BXM Line will
be operated in a manner which does not compromise the operation or reliability of the
IESO-controlled grid to which the BXM Line is connected;

“OEB” means the Ontario Energy Board established pursuant to the Act;

“Operations Fees” means the fees for the Operations Services, calculated and adjusted
in accordance with this Agreement;

“Operations Services” means all services required in order to operate the BXM Line,
including without limitation, all operating, maintenance, repair and refurbishment matters
and including, without limiting the generality of the foregoing, all services in relation to
the monitoring and control of the transmission of electricity across the BXM Line in
accordance with the BM LP Transmission Licence and all services required to fulfill all
of BM LP’s obligations under the Connection Agreement and the IESO-BM LP
Operating Agreement;

“Management Activities” means the activities to be undertaken by GPco in connection
with the management of transmission business of the BM LP which include:
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(i) obtaining (including preparation of applications therefor and submission
thereof) licences, permits, approvals and rates required in connection with the
BXM Line, the transmission of electricity thereby and the operation,
maintenance, repair and replacement thereof;

(i) obtaining (including preparation of applications therefor and submission
thereof) licences, permits, approvals and rates required in connection with the
BXM Line and the transmission of electricity thereby;

(iii)  representation of the BM LP before the OEB;

(iv)  the making or filing of declarations, filings and registrations with, or notices
to, governmental authorities;

(v) filing and managing warranty claims;

(vi)  procuring and maintaining the necessary inventory of replacement parts;
(vii)  maintaining records for the BM LP;
(viii)  defending any litigation commenced against the BM LP; and

(ix)  such other management activites associated with running the transmission
business of the BM LP.

“Management Fees” means the fees for the Management Services, calculated and
adjusted in accordance with this Agreement;

“Management Services” means services to be provided by Hydro One Networks to
GPco to assist GPco with the performance of the Management Activities, which services
will be requested in writing by GPco from time to time;

“Person” means any natural person, sole proprietorship, partnership, corporation, trust,
joint venture, governmental authority, incorporated or unincorporated entity, or
incorporated or unincorporated association of any nature; and

“Taxes” means any and all applicable federal, state, provincial, or municipal taxes and
duties including, but not limited to, sales, use, excise, value added, gross receipts,
privilege or other non-recoverable taxes that are mandated or imposed on (i) Hydro One
Networks by any jurisdiction or governmental entity in relation to the Operations
Services and Management Services (other than taxes that are imposed upon the income,
property, payroll or capital of Hydro One Networks), (ii)) BM LP (other than taxes that
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are imposed upon the income, property, payroll or capital of BM LP or any of the
partners of BM LP) , or GPco (other than taxes that are imposed upon the income,
property, payroll or capital of GPco).

ARTICLE 1II: PROVISION OF OPERATIONS AND MANAGEMENT
SERVICES

2.1  Hydro One Networks shall be the exclusive supplier of Operations Services to
BM LP commencing on the effective date of this Agreement, provided that the BM LP
may perform any Operations Services or engage another supplier to perform such
services if Hydro One Networks is in default in performing its material obligations
hereunder or is unable to perform its material obligations hereunder by reason of a Force

Majeure Event, to the extent such services are required to ensure the continued operation
of the BXM Line.

2.2 GPco shall be responsible for all Management Activities related to the
transmission business of BM LP. GPco may make a request in writing, from time to
time, to Hydro One Networks, for Management Services to assist GPco in connection
with the Management Activities. Hydro One Networks agrees to provide to GPco those
Management Services requested in writing by GPco.

2.3 Hydro One Networks shall at all times provide Operations Services and
Management Services in accordance with Good Utility Practice, the BM LP
Transmission Licence, the ARC, all other applicable codes, rules, orders and decisions of
the OEB which are binding upon the BXM Line, all applicable law, and provided they
are not inconsistent with any of the foregoing, Hydro One Networks’ own policies and
procedures (which may include government directives), and shall do so in the same
manner and to the same extent as it provides similar services in connection with its
wholly-owned regulated transmission business. Hydro One Networks shall comply with
all applicable laws in providing the Operations Services and Management Services.

24 To the extent that Hydro One Networks also provides services similar to the
Operations Services or Management Services in respect of its own assets or business,
Hydro One Networks will provide such Operations Services and Management Services in
a non-discriminatory manner as if it were providing such services to itself or receiving a
similar service in relation to its own transmission assets or business. The Fees for such
Operations Services and Management Services shall be consistent with the costs incurred
by Hydro One Networks for such similar services in relation to Hydro One Networks’
transmission assets or business activities which are substantially similar to the BXM Line
and business activities of BM LP.

2.5  Upon expiration of this Agreement or termination of this Agreement for reasons
other than the default of BM LP, and provided that BM LP is not in default of paying the
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Fees owing hereunder, Hydro One Networks shall provide, at the request of BM LP,
reasonable transition support services to facilitate transition to another operating and
management services entity, reimbursable on the basis of the “fully allocated cost” (as
defined in the ARC), and otherwise on the terms hereof, for a period of six months
following the expiration or effective date of termination of this Agreement, or such
shorter period as BM LP may request.

2.6  Hydro One Networks shall obtain and maintain in force throughout the term of
this Agreement, insurance coverage that a reasonable and prudent Person operating a
transmission business of a comparable size and scale of Hydro One Networks would
carry as part of its business. Hydro One Network’s liability insurance shall name BM LP
as an additional insured and include a cross-liability and severability of interest clause
and a waiver of subrogation clause by the insurer against BM LP. In addition, such
liability insurance policy shall specify that it is primary coverage and not contributory
with or in excess of any other insurance that may be maintained by BM LP except in the
circumstance where pursuant to Section 2.8, Hydro One Networks chooses to add BM LP
as an additional named insured under Hydro One Networks’ insurance program.

2.7  Subject to the provisions of Section 2.8, BM LP shall obtain and maintain in force
throughout the term of this Agreement, insurance coverage that a reasonable and prudent
transmitter would carry as part of its transmissions business, including, without
limitation, property insurance and commercial general liability insurance. Such liability
insurance shall name Hydro One Networks as an additional insured, include a cross-
liability and severability of interest clause and a waiver of subrogation clause by the
insurer against Hydro One Networks. In addition, the insurance policies shall specify
that they are primary coverage and not contributory with or in excess of any other
insurance that may be maintained by Hydro One Networks. Hydro One Networks will
procure such coverage for BM LP as part of the Operations Services.

2.8  Notwithstanding the foregoing and in the alternative, in consultation with BM LP,
Hydro One Networks may choose to add the BM LP as an additional named insured
under Hydro One Networks’ insurance program and allocate to BM LP as Fees, a portion
of the premium therefor and any incremental costs borne by Hydro One Networks in
accommodating the unique circumstances of BM LP (e.g. reducing deductibles to such
reasonable levels requested by BM LP), provided that the amount of the insurance
premium allocated to BM LP as Fees (including any incremental costs) shall not exceed
the cost of insurance described in Section 2.7 if it were to be obtained as stand-alone
insurance coverage.

ARTICLE I1I: FEES

3.1 BM LP shall pay, without duplication, the Operations Fees and all applicable
Taxes to Hydro One Networks for the performance of the Operations Services.
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3.2  GPco shall pay, without duplication, the Management Fees and all applicable
Taxes to Hydro One Networks for the performance of the Management Services.

33 The Fees for Operations Services and Management Services shall be those costs
reasonably incurred by Hydro One Networks in connection with the provision of
Operations Services and Management Services in the manner and to the extent provided
for hereunder and which are allocated to BM LP and GPco in a manner consistent with
the ARC.

3.4  Fees may be set with reference to actual or estimated consumption and may be
charged on a flat fee or per unit basis. Hydro One Networks, acting reasonably and in
consultation with BM LP or GPco, as applicable, may elect the most convenient bases for
setting Fees. Provided that the approach is acceptable to the OEB, Hydro One Networks
may allocate a portion of its transmission business-related costs to BM LP, including a
portion of certain types of “direct costs” (as defined in the ARC). Hydro One Networks
shall, from time to time as required to keep the information current, and in any event, no
less frequently than annually, provide BM LP with a breakdown of Hydro One Network’s
fully allocated costs of providing the Operations Services.

3.5  GPco shall use commercially reasonable efforts to recover the Fees payable
hereunder by BM LP and GPco in the BM LP transmission rate revenue requirement
submissions to the OEB and representations to be made to the OEB in connection
therewith.

ARTICLE IV: INVOICING AND PAYMENT

4.1  All amounts payable by BM LP and GPco to Hydro One Networks under this
Agreement shall be paid in accordance with the invoices rendered by Hydro One
Networks to be issued on a periodic basis matching the time period for which BM LP
receives payments for the transmission of electricity. BM LP and GPco shall pay Hydro
One Networks’ invoices within 30 days of receipt thereof.

ARTICLE V: BUDGETS, ACCOUNTS AND RIGHT TO AUDIT

5.1  Hydro One Networks shall, for each fiscal year of the Term hereof, including any
extension of the initial Term (other than the first year of the initial term), provide GPco
with a proposed annual operating, maintenance and capital improvement budget for the
subsequent fiscal year of the BM LP (the “Budget”) at least sixty (60) days prior to the
commencement of the next fiscal year. Such annual Budget shall be accompanied by an
annual operating plan prepared by Hydro One Networks setting forth the underlying
assumptions and plans in connection with the Budget, and setting forth a brief description
of any major system repairs anticipated to be required in such fiscal year. GPco shall

LEGAL_1:25407127.4



Final Version

notify Hydro One Networks as soon as reasonably practicable, but no later than thirty
(30) days after receipt of the Budget, of any questions, comments, objections or
suggested modifications which it may have with respect to such proposed Budget, and the
parties shall cooperate with each other in developing a mutually acceptable Budget within
thirty (30) days thereof. If GPco fails to raise any questions, comments, objections or
suggested modifications to the proposed Budget within thirty (30) days after receipt of
the proposed Budget, the proposed Budget shall be deemed to have been approved. The
parties acknowledge that they have agreed to an annual Budget for the first fiscal year (or
part thereof) of the initial term of this Agreement.

5.2  Each Budget will represent Hydro One Networks’ estimate of all fully allocated
costs for providing the Operations Services under this Agreement during the period to
which the Budget relates, and its estimate of all capital improvements required for
providing the Operations Services, during the period to which the Budget relates.

5.3  The parties agree that the Budget may be amended from time to time by mutual
agreement to reflect revisions necessitated by unanticipated circumstances including, but
not limited to, changes in applicable law, additions or deletions to the scope of the
Operations Services hereunder, emergencies and Force Majeure events, provided that
Hydro One Networks shall not be required to amend the Budget more frequently than
would be required under its normal business and operations practices.

5.4  The Budget shall reflect anticipated costs of Operations Services by Hydro One
Networks on a monthly or quarterly basis and shall be organized by categories mutually
agreed upon by the parties. If Hydro One Networks becomes aware that the costs of
Operations Services for the current fiscal year may exceed the Budget by 5% or more of
the total amount of the Budget, Hydro One Networks shall promptly notify GPco of such
anticipated budget overrun and provide GPco a proposed amendment to the Budget.
GPco shall notify Hydro One Networks as soon as reasonably practicable, but no later
than thirty (30) days after receipt of Hydro One Networks’ proposed Budget amendment
of any questions, comments, objections or suggested modifications thereto and the parties
shall cooperate with each other in developing a mutually acceptable amendment to the
Budget. If GPco fails to raise any questions, comments, objections or suggested
modifications to the proposed Budget amendment within the specified period, Hydro One
Networks’ proposed amendment shall be deemed to have been approved. Hydro One
Networks shall not, without the written approval of GPco amending the Budget or
otherwise authorizing such expenditure, perform any further services or incur any further
costs that would result in or increase such Budget overrun, except in the case of an
emergency as provided in Section 5.7.

5.5 If by the start of any fiscal year the parties are unable to reach agreement

concerning the Budget for such year, then, until such time as agreement is reached, the
Budget for such year shall be based on the corresponding portions of the Budget for the
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preceding fiscal year, adjusted as follows: (i) with respect to items of expense that do not
involve capital additions or improvements, to reflect the net change, if any, between the
most recently published Ontario Consumer Price Index, published by Statistics Canada,
not seasonally adjusted and the corresponding index in effect twelve months prior, and
(ii) with respect to items of expense involving capital additions or improvements, to
reflect the net change, if any, between the most recently published Producer Price Index
for Capital Equipment, not seasonally adjusted, and the corresponding index in effect
twelve months prior.

5.6 In the event that Hydro One Networks determines that a capital improvement,
addition, alteration, repair or replacement not included in the Budget that has an impact
of more than 5% of the total amount of the Budget should be made to the BXM Line in
order to operate the BXM Line safely or comply with any laws, regulations or orders of
any governmental authority, including laws, regulations or orders relating to
environmental compliance or employee safety, Hydro One Networks shall provide GPco
with a written notice describing the nature of and reason for the improvement, addition,
alteration, repair or replacement. Hydro One Networks shall not make any such
improvement, addition, alteration, repair or replacement without GPco’s prior consent,
which consent shall not be unreasonably withheld or delayed. In the event that GPco
refuses to approve of any such Hydro One Networks recommended improvement,
addition, alteration, repair or replacement, Hydro One Networks shall have the option to
terminate this Agreement in accordance with Section 9.3

5.7 In the event of an accident or emergency relating to the BXM Line, Hydro One
Networks may, without obtaining any approvals of GPco which might otherwise be
required hereunder, take any action, including, but not limited to, committing or
expending funds, deemed by Hydro One Networks to be reasonably necessary under the
circumstances. As promptly as reasonably practicable after Hydro One Networks
establishes control over such accident or emergency, Hydro One Networks shall furnish
to GPco a reasonably detailed written description of the accident or emergency and the
manner in which such accident or emergency was handled by Hydro One Networks.
Hydro One Networks shall be entitled to compensation for costs incurred pursuant to this
Section 5.7 in addition to all other compensation provided for under this Agreement.

5.8  Except as provided by Section 5.7 in the case of an emergency, Hydro One
Networks shall perform all services hereunder in accordance with the annual operating
plan accompanying the Budget.

5.9  The parties hereby agree to keep all necessary and proper accounts and records
relating to the subject matter hereof. Such accounts and records, including invoices,
receipts, time cards and vouchers shall at all reasonable times be open to audit, inspection
and copying by each Party to this Agreement. Accounts and records shall be preserved
and kept available for audit for a period of six years.
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ARTICLE VI: LIMITATION OF LIABILITY AND FORCE MAJEURE EVENTS

6.1  Other than for sums payable under this Agreement, Hydro One Networks shall
only be liable to BM LP and GPco and BM LP and GPco shall only be liable to Hydro
One Networks for any damages that arise directly out of its gross negligence or willful
misconduct in meeting its respective obligations under this Agreement. Notwithstanding
the generality of the foregoing, neither party shall be liable to the other party under any
circumstances whatsoever for any loss of profits or revenues, business interruption losses,
loss of contract or loss of goodwill, or for any indirect, consequential or incidental
damages, including but not limited to punitive or exemplary damages, whether any of the
said liability, loss or damages arise in statute, contract, tort or otherwise.

6.2 In any event, except with respect to gross negligence or willful misconduct, the
total liability of Hydro One Networks to BM LP and GPco and the total liability of BM
LP and GPco to Hydro One Networks in connection with this Agreement whether it
arises by statute, contract, tort or otherwise, will not exceed the value of the total amounts
payable by BM LP and GPco to Hydro One Networks for the Operations Services and
Management Services in the year that such liability is incurred.

6.3  No party shall be liable to the other for any loss, damage or delay, or inability to
perform any obligation under this Agreement in whole or in part due to a Force Majeure
Event.

6.4 BM LP will indemnify and save harmless Hydro One Networks providing
Operations Services from and against any and all Claims that Hydro One Networks may
suffer, sustain or incur in connection with the provision of the Operations Services except
to the extent caused or arising from the gross negligence or wilful misconduct of Hydro
One Networks.

6.5 If a Force Majeure Event prevents a party from performing any of its obligations
under this Agreement, such party shall (1) expeditiously, and without delay, notify the
other party of the Force Majeure Event and its good faith assessment of the effect that the
Force Majeure Event will. have on its ability to perform any of its obligations, which
notice shall be confirmed in writing as soon as reasonably practicable if such immediate
notice 1s not in writing; (2) not be entitled to suspend performance of any of its
obligations under the Agreement to any greater extent or for any longer duration than is
caused by the Force Majeure Event; (3) use commercially reasonable efforts to mitigate
the effects of such Force Majeure Event and to resume full performance of its obligations
hereunder; (4) keep the other party informed of such efforts on a continuing basis; and
(5) provide written notice to the other party of the resumption of the performance of any
obligations affected by the Force Majeure Event.

10
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6.6  Notwithstanding any of the foregoing, settlement of any strike, lockout, or labour
dispute constituting a Force Majeure Event shall be within the sole discretion of the party
to the Agreement involved in such strike, lockout, or labour dispute and the requirement
that a party must use commercially reasonable efforts to mitigate the effects of a Force
Majeure Event and resume full performance hereunder shall not apply to strikes,
lockouts, or labour disputes.

ARTICLE VII: DISPUTE RESOLUTION PROCEDURES

7.1 Any controversy, dispute, difference, question or claim (collectively “Dispute”),
arising between the parties in connection with the interpretation, performance,
construction or implementation of this Agreement that cannot be resolved by a
conference of senior officers of Hydro One Networks and GPco shall be settled in
accordance with this section. The aggrieved party shall send the other party written
notice identifying the Dispute, the amount involved, if any, and the remedy sought. The
Presidents from each party shall confer in an effort to resolve the Dispute. If the
Presidents are unable to resolve the Dispute within 5 business days after receipt of the
written notice of the Dispute, then a Party may refer the Dispute to adjudication in court
or, if all Parties agree, to arbitration before a single arbitrator. Insofar as they do not
conflict with this Section 7.1, the Rules for Procedure for Commercial Arbitration of the
Arbitration and Mediation Institute of Canada Inc./International Chamber of Commerce
Rules of Arbitration in effect at the date of commencement of any arbitration held under
this Agreement will apply to the arbitration. A Party may enter any judgment upon any
award rendered by the arbitrator in any court having jurisdiction. The arbitration will be
conducted in English under the Arbitration Act, 1991 (Ontario) and will take place in
either the City of Toronto or such other place as the Parties may agree and at such time
and place as the arbitrator may fix. Notwithstanding the foregoing, if the subject matter
of any Dispute is also the subject matter of a Dispute under Section 13 of the Limited
Partnership Agreement governing the BM LP, the resolution of the Dispute under the
Section 13 of the Limited Partnership Agreement governing the BM LP shall govern and
be applicable to the resolution of the Dispute under this Agreement and such matter shall
not be subject to further arbitration or adjudication under this Agreement.

ARTICLE VIII: CONFIDENTIALITY AND INTELLECTUAL PROPERTY

8.1 ° Each party (the “Receiving Party”) shall maintain in strict confidence this
Agreement and the existence and contents thereof and all confidential or proprietary
information of the other party, (the “Disclosing Party”) or any of the Disclosing Party’s
directors, officers, employees, consultants, agents or legal, financial or professional
advisors (the “Disclosing Party Representatives™) (collectively the “Confidential
Information”). Except as permitted herein, the Receiving Party shall not publish,
reproduce, or disclose, either directly or indirectly, the said Confidential Information to
any third party and shall not use the said Confidential Information for any purpose other

11
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than for purposes of this Agreement without the prior written consent of the Disclosing
Party. The Receiving Party may disclose the Confidential Information only to its
partners, shareholder, directors, officers, employees, consultants, agents, professional
advisors or lenders (the “Receiving Party Representatives”) having a need to know same
and who have undertaken a like obligation to maintain its confidentiality. For greater
certainty, Confidential Information includes any and all personal information (as that
term is defined in the Freedom of Information and Protection of Privacy Act (Ontario)
and the Personal Information Protection and Electronic Documents Act (Canada), as they
may be amended) and any and all information regarding a consumer, retailer, wholesale
buyer, wholesale supplier, or a generator, provided by the Disclosing Party to the
Receiving Party for purposes of this Agreement.

8.2  The Receiving Party undertakes to protect and safeguard all Confidential
Information in its possession or under its control and received by the Disclosing Party, in
the manner described in Schedule “A” attached hereto. The Disclosing Party may, on
reasonable notice, and during regular business hours, audit the information management
practices of the Receiving Party to confirm compliance with the terms and conditions of
this Article VIII and all applicable statutes, regulations, by-laws, standards and codes, as
amended.

8.3  The Receiving Party undertakes to notify the Disclosing Party immediately upon
discovery of any unauthorized use and/or disclosure of any of the Disclosing Party’s
Confidential Information, to co-operate with the Disclosing Party to help regain
possession of such Confidential Information, and to prevent its further unauthorized use
and/or disclosure.

84  The foregoing obligations with respect to confidentiality, use, reproduction,
dissemination, publication and non-disclosure herein shall not apply to any information that:

(1) is previously known to or lawfully in the possession of the Receiving Party
prior to the date of disclosure as evidenced by the Receiving Party’s written
record; -

(i) is independently known to or discovered by the Receiving Party, without any
reference to the information or material;

(iif)  is obtained by the Receiving Party from an arm's length third party having a
bona fide right to disclose same and who was not otherwise under an
obligation of confidence or fiduciary duty to the Disclosing Party or the
Disclosing Party Representatives;

(iv)  is or becomes public knowledge through no fault or omission of, or breach of
this Agreement by, the Receiving Party or the Receiving Party
Representatives; or

12
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(v) is required to be disclosed pursuant to a final judicial or governmental order
or other legal process, including, without limitation, an order of or legal
process involving a regulatory authority such as the Ontario Energy Board.

8.5  The parties acknowledge and agree that the Confidential Information (other than
Confidential Information contained in this Agreement which shall be jointly owned by the
parties) shall remain the sole and exclusive property of the Disclosing Party that has
disclosed the Confidential Information, and the Disclosing Party shall retain all right, title
and interest in and to the Confidential Information it has disclosed to the Receiving Party.

86  The Receiving Party agrees that it shall keep a record of written Confidential
Information furnished to it by the Disclosing Party in a location separate from those
locations where the Receiving Party has stored information in respect of other third parties
for which it performs work and it shall advise the Disclosing Party of such location.

8.7  All Confidential Information furnished by the Disclosing Party (other than this
Agreement), including that portion of the Confidential Information which is contained in
analyses, compilations, studies or other documents prepared by the Receiving Party or by
the Receiving Party Representatives, is the Disclosing Party's property and will be returned
immediately to the Disclosing Party upon its request except that any information, plans,
layouts, specifications, descriptions or other information necessary to the continued
operation and maintenance of the BXM Line and its parts and components, or to the
replacement of any such parts or components, need not be returned and may be used or
applied in the continued operation and maintenance of the BXM Line.

ARTICLE IX: TERM AND TERMINATION

9.1  This Agreement shall continue in full force and effect for an initial term of five
years and unless terminated in accordance with Section 9.2, shall thereafter be
automatically renewed for successive periods of five years upon the same terms and
conditions.

9.2  Either party may terminate this Agreement, effective at the end of the then current
five-year term, on at least twelve months’ prior written notice.

9.3  Hydro One Networks may terminate this Agreement on 60 days prior written
notice in the event that BM LP refuses to approve a capital improvement, addition,
alteration, repair or replacement recommended by Hydro One Networks in accordance
with Section 5.6.

9.4 In the event of termination or expiration of this Agreement: (i) Hydro One
Networks shall deliver to GPco all books, records and accounts which it has developed
and maintained relating solely to the BXM Line or its operations or the business of BM
LP and return all property owned by BM LP, and (ii) the Parties shall take all steps as

13
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may be reasonably required to complete any final accounting between them or to provide
for the completion of matters contemplated hereunder.

ARTICLE X: GENERAL

10.1 This Agreement shall be governed by and construed in accordance with the laws
of the Province of Ontario and the federal laws of Canada applicable therein.

10.2 The rights and obligations of the parties under this Agreement shall at all times be
subject to all applicable laws, regulations, orders and directives of any authority of
competent jurisdiction, including the OEB, and shall be deemed to be amended to the
extent required to comply with same.

10.3 This Agreement constitutes the entire Agreement between the parties with respect
to the Operations Services and Management Services and supersedes all prior oral or
written representations and Agreements concerning the subject matter of this Agreement.

10.4 This Agreement shall extend to, be binding upon and enure to the benefit of the
permitted assigns and the respective successors of BM LP, GPco and Hydro One
Networks.

10.S Neither this Agreement nor any provision hereof is intended to confer upon any
Person other than the parties hereto any rights or remedies hereunder.

10.6 If any party determines that in its reasonable discretion that any further
instruments or other actions seem necessary or desirable to carry out the terms of this
Agreement, the other parties shall execute and deliver all such instruments and do all
such actions as such parties agree in their reasonable discretion as necessary or desirable
to carry out the terms of this Agreement.

10.7 No delay or failure in exercising any right under this Agreement or any partial or
single exercise of any right, will constitute a waiver of that right or any other rights under
this Agreement. No consent to a breach of any express or implied term set out in this
Agreement constitutes consent to any subsequent breach.

10.8 If any term, covenant or condition of this Agreement or the application or effect
of any such term, covenant or condition is held to be invalid as to any Person, entity or
circumstance or is determined to be not in the public interest by any court or government
agency of competent jurisdiction, then such term, covenant or condition shall remain in
effect to the maximum extent permitted by law and, all other terms, covenants and
conditions of this Agreement and their application shall not be affected, but shall remain
in full force and effect and the parties shall be relieved of their respective obligations

14
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under this Agreement only to the extent necessary to comply with the court or
government agency holding.

10.9 This Agreement does not and shall not be construed to create or establish a
partnership, agency, joint venture, lease, licence or any other relationship between the
parties hereto, nor constitute either party as an agent of the other. Neither party hereto
shall hold itself out to others by act or omission, contrary to the terms of this Agreement.

10.10 This Agreement and the rights and obligations hereunder may not be assigned in
whole or in part by Hydro One Networks except with the prior written consent of BM LP,
in its sole discretion. This Agreement and the rights and obligations hereunder may not
be assigned in whole or in part by BM LP other than (i) to the transferee of the BXM
Line approved by the OEB, or (ii) with the prior written consent of Hydro One Networks,
in its sole discretion.

10.11 This Agreement and any amendment, supplement, restatement or termination of
this Agreement in whole or in part may be signed and delivered in any number of
counterparts, each of which when signed and delivered is an original, but all of which
taken together constitute one and the same instrument. This Agreement and any
amendment, supplement, restatement or termination of this Agreement in whole or in part
may be delivered by means of facsimile or via e-mail in portable document format (PDF).

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be

executed by the signatures of their proper officers duly authorized in that behalf as of this
ﬁf:_ day of Decembsr 114

HYDRO ONE NETWORKS INC.

By:

Name: Alexander (Sandy) Struthers

Title: Chief Operating Officer and
EVP Strategic Planning

I have the authority to bind the Corporation.

B2M LIMITED PARTNERSHIP, by its
general partner B2M GP INC.

By:

Name: Mike Penstone

Title:

I have the authority to bind the Corporation.
B2M GP INC.
By:

Name: Mike Penstone
Title:

I have the authority to bind the Corporation.

Operations Agreement between B2M LP and HONI



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed by the signatures of their proper officers duly authorized in that behalf as of this
13 day of _December 2014

HYDRO ONE NETWORKS INC.

By:

Name: Alexander (Sandy) Struthers
Title:

I have the authority to bind the Corporation.

B2M LIMITED PARTNERSHIP, by its
general partner B2M GP INC.

By: &A;.\q?\g N

Name: Mike Penstone
Title:

1 have the authority to bind the Corporation.

B2M GP INC.

B/y: W&L\L(\DQN'St . |

Name: Mike Penstone
Title:

I have the authority to bind the Corporation.

Operations Agreement between B2M LP and HON/



Schedule “A”

Receiving Party Security Safeguards Regarding Confidential Information Received
from the Disclosing Party

The Receiving Party shall protect the Confidential Information by security safeguards
appropriate to the sensitivity of the information.

1) " The Receiving Party shall protect the Confidential Information against such risks
as loss or theft, unauthorized access, disclosure, copying, use, modification or
destruction, through appropriate security measures, regardless of the format in which it is
held.

2) All of the Receiving Party’s Representatives with access to the Confidential
Information shall be contractually required to respect the confidentiality of that
information.

3) The Receiving Party acknowledges and agrees that the nature of the safeguards
will vary depending on the sensitivity, amount, distribution and format of the
information, and the method of storage. The Receiving Party shall ensure that more
sensitive information will be safeguarded by a higher level of protection.

4) The Receiving Party shall ensure that methods of protection will include:

(a) physical measures, for example, locked filing cabinets and restricted
access to. offices;

(b)  organizational measures, for example, controlling entry to data centers and
limiting access to information on a “need-to-know” basis;

(c) technological measures, for example, the use of passwords and encryption;
and

(d) investigative measures, in cases where the Receiving Party has reasonable
grounds to believe that the Confidential Information is being inappropriately
collected, used or disclosed by anyone whom in law the Receiving Party is
responsible.
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FINANCIAL STATEMENTS - HISTORIC YEARS

Included in this exhibit are B2M LP’s financial statements for the year ended December
31, 2014.
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B2M LIMITED PARTNERSHIP
INDEPENDENT AUDITORS’ REPORT

To the Partners of B2M Limited Partnership

We have audited the accompanying financial statements of B2M Limited Partnership, which comprise the balance sheet as at
December 31, 2014, the statements of operations and comprehensive loss, partners’ equity and cash flows for the year then
ended, and notes, comprising a summary of significant accounting policies and other explanatory information. The financial
statements have been prepared by management in accordance with the basis of accounting in Note 2 to the financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements in accordance with the basis of accounting in
Note 2 to the financial statements; this includes determining that the basis of accounting is an acceptable basis for the
preparation of these financial statements in the circumstances, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgment, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the entity’s preparation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the financial statements as at and for the year ended December 31, 2014 are prepared, in all material respects,
in accordance with the basis of accounting in Note 2 to the financial statements.

Basis of Accounting

Without modifying our opinion, we draw attention to Note 2 to the financial statements, which describes the basis of
accounting. The financial statements are prepared to provide the financial position, results of operations and cash flows of the
partnership from the date of the transfer of the Bruce to Milton Line transmission assets on December 16, 2014. As a result,
the financial statements may not be suitable for another purpose.

Our report is intended solely for B2M Limited Partnership and should not be used by parties other than B2M Limited
Partnership.

K& 47
..—'-""__'__'_'_'_-'__'_'__ T
Chartered Professional Accountants, Licensed Public Accountants

Toronto, Canada
March 9, 2015



B2M LIMITED PARTNERSHIP
STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
For the year ended December 31, 2014 and the period from March 22, 2013 to December 31, 2013

Period from
Year ended March 22 to
December 31, December 31,

(thousands of Canadian dollars) 2014 2013
Revenue (Note 6) 1,657 -
Costs
Operation, maintenance and administration (Note 6) 7,714 -
Depreciation 289 -
8,003 —
Loss before financing charges (6,346) -
Financing charges (Note 6) 617 -
Loss and comprehensive loss (6,963) —

See accompanying notes to Financial Statements.



B2M LIMITED PARTNERSHIP
BALANCE SHEETS
At December 31, 2014 and 2013

December 31 (thousands of Canadian dollars) 2014 2013
Assets
Current assets:
Inter-company receivable (Note 4, 6) - 1
Accounts receivable (Note 6) 1,657 -
Property, plant and equipment
Property, plant and equipment in service 526,448 -
Less: accumulated depreciation 289 -
526,159 -
Total assets 527,816 1
Liabilities
Current liabilities:
Inter-company payable (Note 4, 6) 7,643 -
Accrued liabilities (Note 6) 70 -
Accrued interest (Note 6) 617 -
Note payable (Notes 3, 4, 6) 315,870 -
324,200 -
Total liabilities 324,200 -
Partners’ equity (Note 5) 203,616 1
Total liabilities and partners’ equity 527,816 1

See accompanying notes to Financial Statements.

On behalf of B2M GP Inc., in its capacity as general partner of B2M Limited Partnership:

Sandy Struthers
Sole Director



B2M LIMITED PARTNERSHIP

STATEMENTS OF PARTNERS’ EQUITY

At December 31, 2014 and 2013

Year ended December 31, 2014 Class A Units Class B Units Total

(thousands of Canadian dollars, except Number Number Number

number of units) (Note 5) of units Unit value of units Unit value of units Unit value
January 1, 2014 1,000 1 - - 1,000 1
Contributions by partners 188,578,358 188,578 22,000,000 22,000 210,578,358 210,578
Net loss and comprehensive loss (6,454) (509) (6,963)
December 31, 2014 188,579,358 182,125 22,000,000 21,491 210,579,358 203,616
Period from March 22 to December 31, 2013 Class A Units Class B Units Total

(thousands of Canadian dollars, except Number Number Number

number of units) (Note 5) of units Unit value of units Unit value of units Unit value
March 22, 2013 - - - - - -
Contributions by partners 1,000 1 - - 1,000 1
December 31, 2013 1,000 1 - - 1,000 1

See accompanying notes to Financial Statements.



B2M LIMITED PARTNERSHIP
STATEMENTS OF CASH FLOWS
For the year ended December 31, 2014 and the period from March 22, 2013 to December 31, 2013

Period from

Year ended March 22 to

December 31, December 31,

(thousands of Canadian dollars) 2014 2013

Operating activities

Net loss (6,963) -
Adjustments for non-cash items:

Depreciation 289 -
Changes in non-cash balances related to operations (Note 7) (970) -
Net cash used in operating activities (7,644) -

Financing activities

Contributions by partners (Note 7) 107,398 1
Notes payable 315,870
Net cash from financing activities 423,268 1

Investing activities

Transfer of assets (Note 7) (423,268) -
Net cash used in investing activities (423,268 -
Net change in inter-company balances (7,644) 1
Inter-company receivable, beginning of year 1 -
Inter-company payable, end of year (7,643) 1

See accompanying notes to Financial Statements.



B2M LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS
For the year ended December 31, 2014 and the period from March 22, 2013 to December 31, 2013

1. DESCRIPTION OF THE BUSINESS

B2M Limited Partnership (B2M LP or the Partnership) was formed on March 22, 2013, under the laws of the Province of
Ontario. B2M LP is 65.71% owned by B2M GP Inc. (B2M GP or the General Partner), 34.19% owned by the Chippewas of
Nawash First Nation and the Chippewas of Saugeen First Nation, collectively referred to as the Saugeen Ojibway Nation (SON),
and 0.1% owned by Hydro One B2M LP Inc. (HO B2M LP). Both, B2M GP and HO B2M LP are indirectly owned by Hydro
One Inc. (Hydro One), and ultimately owned by the Province of Ontario (Province). The principal business of the Partnership is
the operation, management and maintenance of an electricity transmission line (Bruce to Milton Line) in southwestern Ontario,
from the Bruce Power facility in Kincardine to Hydro One’s Milton Switching Station in the Town of Milton. On December 16,
2014, Hydro One’s subsidiary, Hydro One Networks Inc., transfered the Bruce to Milton Line transmission assets totalling $526
million to B2M LP. The asset transfer was financed by 60% debt ($316 million) and 40% equity ($210 million). The transfer of
Bruce to Milton Line transmission assets is a common control transaction as Hydro One controlled these assets before and after
the transfer.

B2M LP is managed by its general partner, B2M GP. The General Partner was incorporated on March 22, 2013, under the
Business Corporations Act (Ontario). B2M GP holds the general partner interests and carries out the general partner
responsibilities of B2M LP.

The electricity rates of the Partnership are regulated by the Ontario Energy Board (OEB).

2. SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

These Financial Statements are prepared and presented in accordance with the accounting policies summarized below and in
Canadian dollars. These policies are consistent with United States (US) Generally Accepted Accounting Principles (GAAP),
with the exception that (1) the Financial Statements were not prepared as though the transfer of the Bruce to Milton Line
transmission assets had occurred at the beginning of the year in which the transfer occurred and (2) the comparative year
information has not been retrospectively adjusted, as required under US GAAP for common control transactions. These
Financial Statements have been prepared to provide the financial position, results of operations and cash flows of the
Partnership from the date of the transfer of the Bruce to Milton Line transmission assets on December 16, 2014. As a result,
the financial statements may not be suitable for any other purpose.

The Partnership performed an evaluation of subsequent events through to March 9, 2015, the date these financial statements
were available to be issued, to determine whether any events or transactions warranted recognition and disclosure in these
financial statements. No such events or transactions were identified.

Use of Management Estimates

The preparation of financial statements requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues, expenses, gains
and losses during the reporting periods. Management evaluates these estimates on an on-going basis based upon: historical
experience; current conditions; and assumptions believed to be reasonable at the time the assumptions are made with any
adjustments being recognized in results of operations in the period they arise. Significant estimates relate to asset
impairments. Actual results may differ significantly from these estimates, which may be impacted by future decisions made
by the OEB or the Province.

Rate Setting

The Partnership uses US GAAP for rate setting and regulatory accounting and reporting.



B2M LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS (continued)
For the year ended December 31, 2014 and the period from March 22, 2013 to December 31, 2013

In October, 2014, B2M LP filed an application with the OEB for an interim transmission rate, effective January 1, 2015,
seeking the approval of a revenue requirement of $41 million in 2015. This rate is equal to the amount included in Hydro
One’s transmission rates for the Bruce to Milton Line transmission assets, resulting in no change to overall Uniform
Transmission Rates. The interim Rate Order was approved by the OEB on December 11, 2014. The 2015 interim Rate Order
revenue requirement, prorated for number of days the Partnership owned the Bruce to Milton Line transmission assets in
2014, was used in 2014.

Regulatory Accounting

The OEB has the general power to include or exclude revenues, costs, gains or losses in the rates of a specific period,
resulting in a change in the timing of accounting recognition from that which would have applied in an unregulated company.
Such change in timing involves the application of rate-regulated accounting, giving rise to the recognition of regulatory assets
and liabilities. The regulatory assets represent certain amounts receivable from future customers and costs that have been
deferred for accounting purposes because it is probable that they will be recovered in future rates. The regulatory liabilities
generally represent amounts that are refundable to future customers. At December 31, 2014 or 2013, B2M LP had no
regulatory assets or liabilities.

Revenue Recognition

Revenues are collected through OEB-approved rates, which are based on an approved revenue requirement that includes a
rate of return. Such revenue is recognized as electricity is transmitted and delivered to customers.

Income Taxes

As a limited partnership, B2M LP is not a taxable entity for federal and provincial income tax purposes. Accordingly, no
current or deferred tax expenses are recognized in the Parternship’s financial statements. Tax on B2M LP’s net income is
borne by B2M GP and HO B2M LP through the allocation of taxable income. The SON is a tax exempt entity and as such, is
not subject to tax.

Property, Plant and Equipment

Property, plant and equipment is recorded at original cost, net of any accumulated impairment losses. The cost of additions,
including betterments and replacements of asset components, is included on the Balance Sheets as property, plant and
equipment.

The original cost of property, plant and equipment includes direct materials, direct labour, contracted services, attributable
capitalized financing costs, asset retirement costs, and direct and indirect overheads that are related to the capital project or
program. Indirect overheads include a portion of corporate costs such as finance, treasury, human resources, information
technology and executive costs. Overhead costs, including corporate functions and field services costs, are capitalized on a
fully allocated basis, consistent with an OEB-approved methodology.

Transmission assets include assets used for the transmission of high-voltage electricity, such as transmission lines, support
structures, foundations, insulators, connecting hardware and grounding systems, and assets used to step up the voltage of
electricity from generating stations for transmission and to step down voltages for distribution, including transformers, circuit
breakers and switches.

Depreciation

The cost of property, plant and equipment is depreciated on a straight-line basis based on the estimated remaining service life
of each asset category. The average service life and depreciation rates for the Partnership’s assets are as follows:

Average Service Life 77 years
Depreciation Rates — Range 1% - 2%
Depreciation Rates — Average 1%




B2M LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS (continued)
For the year ended December 31, 2014 and the period from March 22, 2013 to December 31, 2013

In accordance with group depreciation practices, the original cost of property, plant and equipment, or major components
thereof, that are normally retired, is charged to accumulated depreciation, with no gain or loss being reflected in results of
operations. Where a disposition of property, plant and equipment occurs through sale, a gain or loss is calculated based on
proceeds and such gain or loss is included in depreciation expense. Depreciation expense also includes the costs incurred to
remove property, plant and equipment.

Long-Lived Asset Impairment

When circumstances indicate the carrying value of long-lived assets may not be recoverable, the Partnership evaluates
whether the carrying value of such assets has been impaired. For such long-lived assets, impairment exists when the carrying
value exceeds the sum of the future estimated undiscounted cash flows expected to result from the use and eventual
disposition of the asset. When alternative courses of action to recover the carrying amount of a long-lived asset are under
consideration, a probability-weighted approach is used to develop estimates of future undiscounted cash flows. If the carrying
value of the long-lived asset is not recoverable based on the estimated future undiscounted cash flows, an impairment loss is
recorded, measured as the excess of the carrying value of the asset over its fair value. As a result, the asset’s carrying value is
adjusted to its estimated fair value.

The carrying costs of B2M LP’s long-lived assets are included in rate base where they earn an OEB-approved rate of return.
Asset carrying values and the return are recovered through approved rates. As a result, such assets are only tested for
impairment in the event that the OEB disallows recovery, in whole or in part, or if such a disallowance is judged to be
probable. As at December 31, 2014, no asset impairment had been recorded.

Financial Assets and Liabilities

All financial assets and liabilities are classified into one of the following five categories: held-to-maturity investments; loans
and receivables; held-for-trading; other liabilities; or available-for-sale. Financial assets and liabilities classified as held-for-
trading are measured at fair value. All other financial assets and liabilities are measured at amortized cost, except accounts
receivable which are measured at the lower of cost or fair value. Accounts receivable are classified as loans and receivables.
The Partnership considers the carrying amount of accounts receivable to be a reasonable estimate of fair value because of the
short time to maturity of these instruments. Provisions for impaired accounts receivable are recognized as adjustments to the
allowance for doubtful accounts and are recognized when there is objective evidence that the Partnership will not be able to
collect amounts according to the original terms. The Partnership determines the classification of its financial assets and
liabilities at the date of initial recognition.

3. NOTE PAYABLE

Note payable represents a promissory note payable to B2M GP. The note was issued on December 17, 2014, with a face
amount of $387,870 thousand and interest at a rate of 4.75% per annum. The Partnership repaid $72,000 thousand of the note
on December 17, 2014, resulting in amount outstanding of $315,870 thousand at December 31, 2014.

The note is payable on demand but no later than December 16, 2016. The Partnership plans to repay the note by December
31, 2015, with financing to be provided by a trust wholly-owned by Hydro One. Accordingly, at December 31, 2014, the
note has been classified as a current liability on the Balance Sheet.

4. FAIR VALUE OF FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
Fair value is considered to be the exchange price in an orderly transaction between market participants to sell an asset or
transfer a liability at the measurement date. The fair value definition focuses on an exit price, which is the price that would be

received in the sale of an asset or the amount that would be paid to transfer a liability.

The Partnership classifies its fair value measurements based on the following hierarchy, as prescribed by the accounting
guidance for fair value, which prioritizes the inputs to valuation techniques used to measure fair value into three levels:



B2M LIMITED PARTNERSHIP
NOTES TO FINANCIAL STATEMENTS (continued)
For the year ended December 31, 2014 and the period from March 22, 2013 to December 31, 2013

Level 1 inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the Partnership has the
ability to access. An active market for the asset or liability is one in which transactions for the asset or liability occurs with
sufficient frequency and volume to provide ongoing pricing information.

Level 2 inputs are those other than quoted market prices that are observable, either directly or indirectly, for an asset or
liability. Level 2 inputs include, but are not limited to, quoted prices for similar assets or liabilities in an active market,
quoted prices for identical or similar assets or liabilities in markets that are not active and inputs other than quoted market
prices that are observable for the asset or liability, such as interest rate curves and yield curves observable at commonly
quoted intervals, volatilities, credit risk and default rates. A Level 2 measurement cannot have more than an insignificant
portion of the valuation based on unobservable inputs.

Level 3 inputs are any fair value measurements that include unobservable inputs for the asset or liability for more than an
insignificant portion of the valuation. A Level 3 measurement may be based primarily on Level 2 inputs.

Non—Derivative Financial Assets and Liabilities

At December 31, 2014, the carrying amounts of accounts receivable, inter-company payable, and note payable are
representative of fair value because of the short-term nature of these instruments.

Fair Value Hierarchy

Fair value hierarchy information for financial assets and liabilities at December 31, 2014 was as follows:

December 31, 2014 (thousands Canadian dollars) Carrying Value Fair Value Level 1 Level 2 Level 3

Liabilities:
Inter-company payable 7,643 7,643 7,643 - -
Note payable 315,870 315,870 315,870 - -
323,513 323,513 323,513 — —

There were no significant transfers between any of the levels during the years ended December 31, 2014.
Risk Management

Exposure to market risk, credit risk and liquidity risk arises in the normal course of the Partnership’s business.
Market Risk

Market risk refers primarily to the risk of loss that results from changes in commodity prices, foreign exchange rates and
interest rates. The Partnership does not have market risk.

Credit Risk

Financial assets create a risk that a counterparty will fail to discharge an obligation, causing a financial loss. At December 31,
2014, there were no significant concentrations of credit risk with respect to any class of financial assets. The Partnership did
not earn a significant amount of revenue from any individual customer. At December 31, 2014, there was no significant
accounts receivable balance due from any single customer.

Liquidity Risk

Liquidity risk refers to the Partnership’s ability to meet its financial obligations as they come due. The Partnership meets its

short-term liquidity requirements through the inter-company payable with Hydro One and funds from operations. The short-
term liquidity available to the Partnership should be sufficient to fund normal operating requirements.

10
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At December 31, 2014, accrued liabilities in the amount of $70 thousand (2013 — $nil) were expected to be settled in cash at
their carrying amounts within the next year.

At December 31, 2014, the principal amount and accrued interest on the note payable were $315,870 thousand (2013 — $nil)
and $617 thousand (2013 — $nil), respectively, to be repaid within the next 12 months.

5. PARTNERS’ EQUITY

B2M LP is authorized to issue an unlimited number of Class A and Class B units. The Class A and Class B units are voting and
participate equally in profits, losses and capital distributions of B2M LP. The Class A and Class B units are equal with respect to
all rights, benefits obligations and limitations provided under the Limited Partnership Agreement. Any units issued by B2M LP
must be first offered to the existing partners in proportion to their ownership interests. At December 31, 2014, B2M LP had
188,579,358 Class A units issued and outstanding, and 22,000,000 Class B units issued and outstanding.

As the SON is a tax exempt entity, the amount of income or loss corresponding to taxes recovered in transmission rates is
allocated to the taxable partners, B2M GP and HO B2M LP (Hydro One Partners), and the remaining balance is allocated to
all partners in proportion to their ownership interests.

At December 31, 2014, partners’ equity was allocated to the SON and the Hydro One Partners as follows:

Year ended December 31, 2014 Hydro One
(thousands of Canadian dollars, except number of units) SON Partners Total
Class A Units
Class A — number of units — December 31, 2014 50,000,000 138,579,358 188,579,358
Class A unit value — January 1, 2014 - 1 1
Contributions by partners 50,000 138,578 188,578
Net loss and comprehensive loss (1,156) (5,298) (6,454)
Class A unit value — December 31, 2014 48,844 133,281 182,125
Class B Units
Class B — number of units — December 31, 2014 22,000,000 - 22,000,000
Class A unit value — January 1, 2014 - - -
Contributions by partners 22,000 - 22,000
Net loss and comprehensive loss (509) - (509)
Class B unit value — December 31, 2014 21,491 - 21,491
Total parters’ equity
Number of units — December 31, 2014 72,000,000 138,579,358 210,579,358
Partners’ equity — January 1, 2014 - 1 1
Contributions by partners 72,000 138,578 210,578
Net loss and comprehensive loss (1,665) (5,298) (6,963)
Partners’ equity — December 31, 2014 70,335 133,281 203,616

11
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6. RELATED PARTY TRANSACTIONS

The Partnership is 65.81% indirectly owned by Hydro One and 34.19% owned by the SON. Hydro One is owned by the
Province. The Independent Electricity System Operator (IESO) is a related party to the Partnership because it is controlled or
significantly influenced by the Province. Transactions between the IESO and the Partnership are as follows:

The Partnership earns revenues for transmission services from the IESO, based on uniform transmission rates approved by
the Ontario Energy Board (OEB). Revenues from the IESO in 2014 were $1,657 thousand (2013 — $nil). At December 31,
2014, included in accounts receiveable were amounts due from the IESO of $1,657 thousand (2013 — $nil).

Hydro One and Subsidiaries

Hydro One and its subsidiaries paid for expenses of the Partnership which will be reimbursed by the Partnership. Amounts
due to or from Hydro One and its subsidiaries by the Partnership are included in the inter-company payable or receivable. At
December 31, 2014, the Partnership had an inter-company payable balance of $7,643 thousand (2013 - receivable of
$1 thousand).

The Parnership’s note payable is due to B2M GP. Financing charges include interest expense on the note payable in the amount
of $617 thousand (2013 — $nil). At December 31, 2014, the Partnership had accrued interest payable to B2M GP totaling
$617 thousand (2013 — $nil).

7. STATEMENTS OF CASH FLOWS

The changes in non-cash balances related to operations consist of the following:

Period from
Year ended March 22 to
December 31, December 31,

(thousands of Canadian dollars) 2014 2013
Accounts receivable (1,657) -
Accrued liabilities 70 -
Accrued interest 617 -

(970) -

Transfer of Assets

The following table illustrates the reconciliation between the Bruce to Milton Line transmission assets transferred from
Hydro One Networks Inc. to B2M LP and the cash and non-cash consideration paid for the transfer of these assets:

Year ended December 31 (millions of Canadian dollars) 2014

Cash consideration:

Financed by note payable to B2M GP 315,870

Financed by issuance of Class A and Class B units 107,398

Total cash consideration paid 423,268
Non-cash consideration:

Class A units issued directly as consideration for transfer of assets 103,180
Total consideration paid for transfer of assets 526,448
Total assets transfered 526,448

12
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($ Millions)
Line
No. Particulars 2014 2015 2016 2017 2018 2019
(a) (b) (c) (d) (e) ®
Revenues

1 Retail power & energy 1.7 43.4 45.0 45.6 47.3 46.6
2 Commodity flow-through - - - - - -

3 LV - - - - - -

4 Other - - - - - -

5 1.7 43.4 45.0 45.6 47.3 46.6

Costs

6 OM&A 7.7 1.8 1.2 1.2 25 1.5
7 Cost of power - - - - - -

8 Depreciation 0.3 6.8 6.8 6.8 6.8 6.8
9 Capital tax - - - - - -
10 8.0 8.6 8.0 8.0 9.3 8.3
11 Earnings before interest and income tax (6.3) 34.8 37.0 37.5 38.1 38.3
12 Interest expense 0.6 15.0 14.8 15.0 15.1 15.3
13 Earnings before income tax (7.0) 19.8 22.3 22.5 23.0 23.0
14 Income tax - 0.4 0.4 0.4 0.9 1.1
15 Net income (7.0) 19.4 21.9 221 22.1 21.9
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SUMMARY OF BOARD DIRECTIVES AND UNDERTAKINGS FROM

PREVIOUS PROCEEDINGS

4 Table 1 identifies the Board directive from its EB-2014-0330 Decision and Interim

5 Order.
6
7 Table 1
8 Directives from Proceeding EB-2014-0330 (2015 Interim Rates)
Item # | Issue Summary of Directive Reference Exhibit
(i) COS B2M LP shall file a full cost of service transmission
Application | rate application for final revenue requirement and rates, | Entire Application
Ordered no later than April 1, 2015.
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PROCEDURAL ORDERS/CORRESPONDENCE/NOTICES

To be filed behind this tab as and when the Procedural Orders/Correspondence/Notices

are issued.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Filed: 2015-03-30
EB-2015-0026
Exhibit A

Tab 14

Schedule 1

Page 1 of 2

DRAFT ISSUES LIST

GENERAL
1) Has B2M LP responded appropriately to all relevant Board directions from previous
proceedings?

2) Is the overall increase in 2015 to 2019 revenue requirement reasonable?

APPLICATION FRAMEWORK

3) Is the proposed framework of a five year cost of service application appropriate?

4) Are B2M LP’s proposed annual adjustments appropriate?

5) Is the monitoring and reporting of performance proposed by B2M LP adequate to
demonstrate whether the planned outcomes are achieved?

OPERATIONS MAINTENANCE and ADMINISTRATION COSTS

6) Are the proposed spending levels for OM&A in 2015 to 2019 appropriate, including
consideration of factors such as system reliability and asset condition?

7) Are the methodologies used to allocate common corporate costs for 2015 to 2019

appropriate?

CAPITAL EXPENDITURES and RATE BASE
8) Are the amounts proposed for rate base in 2015 to 2019 appropriate?

REVENUE REQUIREMENT

9) Are the business assumptions and policies used by B2M LP to develop and allocate its
revenue requirements appropriate?

10) Is the capital structure and cost of capital component of the revenue requirement for

2015 appropriate?
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11) Is the depreciation component of the revenue requirement for 2015 to 2019
appropriate?
12) Is the taxes / PILs component of the revenue requirement for 2015 to 2019
appropriate?
13) Is the proposed recovery of start-up and development costs appropriate? Is the
proposed smoothing methodology for the start-up and development costs over the test

years appropriate?

DEFERRAL/VARIANCE ACCOUNTS
14) Are the proposed new Deferral and Variance Accounts appropriate?

COST ALLOCATION
15) Is the cost allocation proposed by B2M LP appropriate?
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1 LIST OF WITNESSES

2

3 To be filed behind this tab if the Board determines that an oral hearing is required.
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CURRICULAE VITAE

CURRICULUM VITAE OF
GIOVANNA BARAGETTI

EDUCATION:

McGill University, Montreal, Quebec
Graduate Diploma in Public Accountancy (1992)
Bachelor of Commerce (1990)

PROFESSIONAL REGISTRATIONS:
e Chartered Professional Accountants of Ontario — CPA, CA
e Tax Executive Institute, Toronto Chapter, National Income Tax Committee

INDUSTRY EXPERIENCE:

2015 — Present
B2M Trust, Trustee

2012 — Present
Hydro One Networks Inc.

2012 — Present V.P. Corporate Tax
2007 - 2012
Magna International Inc.
2009 - 2012 Director of Tax, Canada & Latin America
2007 - 2008 Senior Tax Manager
2005 - 2007
SNC Lavalin Inc.
2005 - 2007 Director of Canadian Tax
1992 — 2005
PriceWaterhouseCoopers LLP/ Coopers & Lybrand LLP
2000 — 2005 Senior Manager, International Tax
1997 - 2000 Tax Manager
1995 - 1997 Senior Associate, Tax
1992 - 1995 Senior Associate, Audit

INDUSTRY REPRESENTATION:
B2M Limited Partnership, Member of Advisory Committee
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CURRICULUM VITAE OF
RANDALL KAHGEE
EDUCATION:

York University, Toronto, Ontario (1996)
Bachelor of Arts with Honors (B.A. Hons)

Faculty of Law — University of Toronto, Toronto, Ontario (2000)
Bachelor of Laws (LL.B)

PROFESSIONAL REGISTRATIONS:
e Law Society of Upper Canada

INDUSTRY EXPERIENCE:

2006 — 2014
Chief, Chippewas of Saugeen First Nation

2014 - Present
Pape Salter Teillet LLP

Pape Salter Teillet LLP is a leading aboriginal rights law firm that does extensive work
with First Nations, Métis and Inuit peoples to advance the rights and interests of their
communities through self-government, environmental stewardship, agreements with
industry, and litigation.

2014 — Present Affiliated Counsel
2000 - 2006 Counsel
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CURRICULUM VITAE OF
MIKE PENSTONE

McMaster University, Hamilton, Ontario (1979)
Bachelor of Applied Science in Electrical Engineering.

INDUSTRY EXPERIENCE:

2014 — Present
B2M GP Inc.
2014 — Present

1979 — Present

Managing Director

Hydro One Networks Inc. / Ontario Hydro

2014 — Present
2012 - 2014
2010 -2012
2008 — 2010
2005 - 2008
2001 - 2005
2000 - 2001
1998 - 2000
1983 - 1991
1979 - 1983

VP Planning

VP System Investment

VP Major Projects Coordination and External Relations
VP Government Relations

Director System Investment

Manager Standards and Policy

Manager Operating Effectiveness

Manager Operating Effectiveness

Transmission Engineer / Officer

Assistant Engineer / Officer

INDUSTRY REPRESENTATION:

North American Electric Reliability Corporation, Members Representative Committee
Northeast Power Coordination Council, Board of Directors
North American Transmission Forum, Board of Directors

APPEARANCE(S) BEFORE THE ONTARIO ENERGY BOARD:
EB-2005-0378: Hydro One Networks Inc. 2006 Distribution Rate Application
EB-2006-0501: Hydro One Networks Inc. 2007-2008 Transmission Rate Application



© 00 N OO O b~ W N P

NN RN R NNRNNNRERRR B B B B B R
© ® N o O A W N P O © ©® N O M ®WN P O

30

Filed: 2015-10-30
EB-2015-0026

Exhibit A
Tab 15
Schedule 2
Page 4 of 5
CURRICULUM VITAE OF
COLIN SALTER
EDUCATION:

University of British Columbia, VVancouver, British Columbia (1993)
Bachelor of Arts (B.A.)

Osgood Hall Law School - York University, Toronto, Ontario (1997)
Bachelor of Laws (LL.B)

PROFESSIONAL REGISTRATIONS:
e Law Society of Upper Canada
e Law Society of the Northwest Territories
e Law Society of Yukon

INDUSTRY EXPERIENCE:

1999 — Present
Pape Salter Teillet LLP

Pape Salter Teillet LLP is a leading aboriginal rights law firm that does extensive work
with First Nations, Métis and Inuit peoples to advance the rights and interests of their
communities through self-government, environmental stewardship, agreements with
industry, and litigation.

2013 — Present Partner
1999 - 2012 Counsel
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CURRICULUM VITAE OF
JEFFREY SMITH

EDUCATION:

Ivey School of Business at the University of Western Ontario, London, Ontario (1987)
Master of Business Administration

University of Western Ontario, London, Ontario (1985)
Bachelor of Arts, Economics
INDUSTRY EXPERIENCE:

February 2000 — Present
Hydro One Networks Inc. /Ontario Hydro Services Company

2012 - Present Director, Business Performance, Corporate & Regulatory Affairs
2011-2012 Director, Outsourcing Services, Financial & Corporate Support
2007-2011 Program Manager, Cornerstone, Corporate Projects

2005-2007 Manager, Project Management & Control, Information Solutions
2002-2005 Manager, Inergi Finance / Outsourcing, Corporate Finance
2000-2002 Senior Advisor, Decision Support, Corporate Finance

October 1997 - February 2000
Union Gas Limited

1997-1998 Senior Analyst, Financial Studies
1998-2000 Analyst, Cost Allocation and Rate Design
INDUSTRY REPRESENTATION:
B2M Limited Partnership, Member of Advisory Committee

Ontario Energy Association, Member of the Regulatory Committee

APPEARANCE(S) BEFORE THE ONTARIO ENERGY BOARD:
EB-2012-0047: Horizon Utilities Corporation Service Area Amendment Application
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COST OF CAPITAL

1.0 INTRODUCTION

The purpose of this evidence is to summarize the method and cost of financing B2M LP’s
capital requirements for the 2015 to 2019 test years.

20 CAPITAL STRUCTURE

B2M LP has applied the deemed capital structure of 60% debt and 40% common equity, as
affirmed by the Board in EB-2009-0084 proceeding issued on December 11, 2009, in

determining its estimated revenue requirement for 2015 to 2019.

3.0 RETURN ON COMMON EQUITY

B2M LP is requesting an equity return of 9.30% for the 2015 test year, 9.68% for 2016,
9.93% for 2017, 10.03% for 2018 and 10.08% for 2019. The equity returns for 2015 reflect
the Board’s approved equity return per its November 20, 2014 guidance on cost of capital

reflecting the September 2014 Consensus Forecast.

The Company assumes that the return on equity (“ROE”) for the 2016 to 2019 test years will
be updated in accordance with the Cost of Capital Report, upon the final decision in this
case. Specifically, the 2016 to 2019 ROE would be updated to reflect the September
Consensus Forecasts and Bank of Canada data available in October of the preceding year as

part of the Draft Rate Order for those test years.
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40 DEEMED SHORT-TERM DEBT

The Board has determined that the deemed amount of short-term debt that should be factored
into rate setting be fixed at 4% of rate base. B2M LP’s evidence reflects this amount of
short-term debt for rate making purposes. The evidence reflects a Return on Short Term
Debt of 2.16% for 2015. Estimated short-term debt rates for 2016 to 2019 are shown in
Table 1. These rates will be updated each year for 2016 to 2019 based on the Cost of Capital
Parameter Updates issued by the Board in November each year as part of the annual UTR

update.
5.0 DEEMED LONG-TERM DEBT

The Board has determined that the deemed amount of long-term debt that should be factored
into rate setting be fixed at 56% of rate base. The long term debt rate is calculated to be
3.38% for 2015, which is a blended long term debt rate based on Hydro One Transmission’s
long term debt rate calculation for 2015 approved in EB-2014-0140 for the period of January
1% to June 30™ and the new long term debt rate for the remaining period of 2015. Following
the transfer of assets, B2M LP issued a note bearing Hydro One Transmission’s weighted
average debt rate. This note is being replaced with a note issued by B2M LP reflecting
an actual 5-year note issued by Hydro One Inc. to third party public debt investors in

the second quarter of 2015.

Forecast interest rates will be updated consistent with the methodology described above for

the return on common equity and deemed short term interest rate.
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1 6.0 COST OF CAPITAL SUMMARY

3 Calculation of B2M LP’s 2015 to 2019 cost of capital is shown in Table 1:

6

7

Test Year debt and equity summary schedules are provided at Exhibit B2, Tab 1, Schedule 1.

4 Table 1
2015 to 2019 Cost of Capital
2015
Amount of Deemed Return (M) % Cost Rate (%) | Return ($M)
Long-term debt 292.7 56.0% 3.38% 9.9
Short-term debt 20.9 4.0% 2.16% 0.5
Common equity 209.1 40.0% 9.30% 194
Total 522.8 100.0% 5.70% 29.8
2016
Amount of Deemed Return (M) % Cost Rate (%) | Return ($M)
Long-term debt 288.9 56.0% 1.80% 5.2
Short-term debt 20.6 4.0% 1.96% 0.4
Common equity 206.4 40.0% 9.68% 20.0
Total 516.0 100.0% 4.96% 25.6
2017
Amount of Deemed Return (M) % Cost Rate (%) | Return ($M)
Long-term debt 285.1 56.0% 1.80% 51
Short-term debt 20.4 4.0% 3.97% 0.8
Common equity 203.7 40.0% 9.93% 20.2
Total 509.2 100.0% 5.14% 26.1
2018
Amount of Deemed Return (3M) % Cost Rate (%) | Return ($M)
Long-term debt 281.3 56.0% 1.79% 5.0
Short-term debt 20.1 4.0% 4.71% 0.9
Common equity 200.9 40.0% 10.03% 20.1
Total 502.4 100.0% 5.20% 26.1
2019
Amount of Deemed Return (M) % Cost Rate (%) | Return ($M)
Long-term debt 277.5 56.0% 1.79% 5.0
Short-term debt 19.8 4.0% 4.71% 0.9
Common equity 198.2 40.0% 10.08% 20.0
Total 495.6 100.0% 5.22% 25.9
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B2M LP
Debt and Equity Summary
Historical (2014) & Test (2015 to 2019) Years
Utility Capital Structure
Year Ending December 31
2014 2015 2016 2017 2018 2019
Cost  Return Cost  Return Cost  Return Cost  Return Cost  Return Cost  Return
Line No. Particulars (3M) % Rate (M) | (M) % Rate (M) | ($M) % Rate (M) | ($M) % Rate (M) | ($M) % Rate (M) | (M) % Rate ($M)
®) ®) ®) ®) ®) ®)
(@ (b) (© (d) (@ (b) (© (d) (@ (b) (© (d) (@ (b) (© (d) (@ (b) (© (d) (@ (b) (© (d)
1 Long-term debt 2947 56.0% 4.94% 145| 2927 56.0% 3.38% 99 2889 56.0% 1.80% 52 2851 56.0% 1.80% 51 2813 56.0% 1.79% 50( 2775 56.0% 1.79% 5.0 |
2 Short-term debt 211 4.0% 2.11% 0.4 20.9 4.0% 2.16% 0.5 20.6 4.0% 1.96% 0.4 20.4 4.0% 3.97% 0.8 20.1 40% 4.71% 0.9 19.8 40% 4.71% 0.9
3 Total debt 3158 60.0% 4.75% 15.0| 3137 60.0% 3.30% 10.3| 309.6 60.0% 1.81% 56( 3055 60.0% 1.94% 59( 3014 60.0% 1.99% 6.0 2973 60.0% 1.98% 59 I
4 Common equity 2105 40.0% 9.36% 19.7] 209.1 40.0% 9.30% 19.4| 2064 40.0% 9.68% 20.0( 203.7 40.0% 9.93% 20.2( 200.9 40.0% 10.03% 20.1( 198.2 40.0% 10.08% 20.0
5 Total rate base 526.3 100.0% 6.59% 34.7 522.8 100.0% 5.70% 29.8 516.0 100.0% 4.96% 25.6] 509.2 100.0% 5.14% 26.1| 5024 100.0% 5.20% 26.1| 495.6 100.0% 5.22% 25.9 I




HYDRO ONE NETWORKS INC.
TRANSMISSION

Cost of Long-Term Debt Capital
Test Year (2015)

Year ending December 31

Premium Net Capital Employed
Principal Discount Per $100 Total Amount Outstanding Projected
Amount and Total Principal at at Avg. Monthly Carrying Average
Line Offering Coupon Maturity Offered Expenses Amount Amount Effective 12/31/14 12/31/15 Averages Cost Embedded
No. Date Rate Date ($Millions)  ($Millions)  ($Millions) (Dollars) Cost Rate ($Millions) ($Millions) ($Millions) ($Millions) Cost Rates
@ ®) © ) © ® @ Q) 0] 0 ® [0) (m)
1 3-Jun-00 7.350% 3-Jun-30 278.4 4.5 273.9 98.37 7.49% 278.4 278.4 278.4 20.8
2 22-Jun-01 6.930% 1-Jun-32 109.3 13 107.9 98.78 7.03% 109.3 109.3 109.3 7.7
3 17-Sep-02 6.930% 1-Jun-32 58.0 (2.1) 60.1 103.57 6.65% 58.0 58.0 58.0 3.9
4 31-Jan-03 6.350% 31-Jan-34 126.0 1.0 125.0 99.21 6.41% 126.0 126.0 126.0 8.1
5 22-Apr-03 6.590% 22-Apr-43 145.0 11 143.9 99.26 6.64% 145.0 145.0 145.0 9.6
6 25-Jun-04 6.350% 31-Jan-34 72.0 0.2) 72.2 100.22 6.33% 72.0 72.0 72.0 4.6
7 20-Aug-04 6.590% 22-Apr-43 39.0 (3.1) 42.1 107.89 6.06% 39.0 39.0 39.0 24
8 24-Aug-04 6.350% 31-Jan-34 39.0 (1.4) 40.4 103.48 6.09% 39.0 39.0 39.0 2.4
9 19-May-05 5.360% 20-May-36 228.9 8.7 220.2 96.19 5.62% 228.9 228.9 228.9 12.9
10 3-Mar-06 4.640% 3-Mar-16 210.0 1.0 209.0 99.52 4.70% 210.0 210.0 210.0 9.9
11 24-Apr-06 5.360% 20-May-36 187.5 25 185.0 98.68 5.45% 187.5 187.5 187.5 10.2
12 22-Aug-06 4.640% 3-Mar-16 60.0 0.8 59.2 98.75 4.80% 60.0 60.0 60.0 2.9
13 19-Oct-06 5.000% 19-Oct-46 30.0 0.2 29.8 99.29 5.04% 30.0 30.0 30.0 15
14 13-Mar-07 4.890% 13-Mar-37 240.0 1.3 238.7 99.45 4.93% 240.0 240.0 240.0 11.8
15 18-Oct-07 5.180% 18-Oct-17 225.0 0.8 224.2 99.63 5.23% 225.0 225.0 225.0 11.8
16 3-Mar-08 5.180% 18-Oct-17 180.0 (3.1) 183.1 101.73 4.95% 180.0 180.0 180.0 8.9
17 3-Mar-09 6.030% 3-Mar-39 195.0 1.2 193.8 99.41 6.07% 195.0 195.0 195.0 11.8
18 16-Jul-09 5.490% 16-Jul-40 210.0 14 208.6 99.36 5.53% 210.0 210.0 210.0 11.6
19 15-Mar-10 5.490% 24-Jul-40 120.0 (0.7) 120.7 100.58 5.45% 120.0 120.0 120.0 6.5
20 15-Mar-10 4.400% 4-Jun-20 180.0 0.8 179.2 99.55 4.46% 180.0 180.0 180.0 8.0
21 13-Sep-10 2.950% 11-Sep-15 150.0 0.6 149.4 99.62 3.03% 150.0 0.0 103.8 3.1
22 13-Sep-10 5.000% 19-Oct-46 150.0 (0.4) 150.4 100.25 4.98% 150.0 150.0 150.0 7.5
23 26-Sep-11 4.390% 26-Sep-41 205.0 13 203.7 99.35 4.43% 205.0 205.0 205.0 9.1
24 22-Dec-11 4.000% 22-Dec-51 70.0 0.4 69.6 99.47 4.03% 70.0 70.0 70.0 2.8
25 13-Jan-12 3.200% 13-Jan-22 154.0 0.8 153.2 99.47 3.26% 154.0 154.0 154.0 5.0
26 22-May-12 3.200% 13-Jan-22 165.0 (1.6) 166.6 100.97 3.08% 165.0 165.0 165.0 5.1
27 22-May-12 4.000% 22-Dec-51 68.8 0.3 68.4 99.51 4.02% 68.8 68.8 68.8 2.8
28 31-Jul-12 3.790% 31-Jul-62 52.5 0.3 52.2 99.47 3.81% 52.5 52.5 52.5 2.0
29 16-Aug-12 3.790% 31-Jul-62 141.0 11 139.9 99.20 3.83% 141.0 141.0 141.0 54
30 9-Oct-13 4.590% 9-Oct-43 239.3 14 237.9 99.42 4.63% 239.3 239.3 239.3 111
31 9-Oct-13 2.780% 9-Oct-18 412.5 1.7 410.8 99.59 2.87% 412.5 412.5 412.5 11.8
32 29-Jan-14 4.290% 29-Jan-64 30.0 0.2 29.8 99.44 4.32% 30.0 30.0 30.0 13
33 3-Jun-14 4.170% 3-Jun-44 198.0 12 196.8 99.40 4.21% 198.0 198.0 198.0 8.3
34 15-Mar-15 4.771% 15-Mar-45 159.3 0.8 158.6 99.50 4.80% 0.0 159.3 122.6 5.9
35 15-Jun-15 3.905% 15-Jun-25 159.3 0.8 158.6 99.50 3.97% 0.0 159.3 85.8 3.4
36 15-Sep-15 3.046% 15-Sep-20 159.3 0.8 158.6 99.50 3.15% 0.0 159.3 49.0 15
37 Subtotal 4969.1 5297.1 5180.3 253.4
38 Treasury OM&A costs 1.6
39 Other financing-related fees 2.9
40 Total 4969.1 5297.1 5180.3 257.9 4.98%
B2M LP
Cost of Long-Term Debt Capital
Test Year (2015)
Year ending December 31
Premium Net Capital Employed
Principal Discount Per $100 Total Amount Outstanding Projected
Amount and Total Principal at at Avg. Monthly Carrying Average
Line Offering Coupon Maturity Offered  Expenses  Amount Amount Effective 12/31/14 12/31/15 Averages Cost Embedded
No. Date Rate Date ($Millions)  ($Millions)  ($Millions) (Dollars) Cost Rate ($Millions) ($Millions) ($Millions) ($Millions) Cost Rates
@ ®) © @ © ® @ Q) 0] 0 ® 0 m)
1 30-Jun-15 1.640% 30-Apr-20 293.0 11 291.9 99.64 1.72% 0.0 293.0 293.0 5.0
2 Subtotal 0.0 293.0 293.0 5.0
3 Treasury OM&A costs 0.1
4 Other financing-related fees 0.2
5 Total 0.0 293.0 293.0 5.3 1.80%
Blended WACC 3.38%

Updated: 2015-06-29
EB-2015-0026
Exhibit B2

Tab1

Schedule 2

Page 1 of 5
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B2M LP Exhibit B2
Cost of Long-Term Debt Capital | Tabl
Test Year (2016) Jchedule 2
Year ending December 31 Hage 2 of 5
Premium Net Capital Employed
Principal Discount Per $100 Total Amount Outstanding Projected
Amount and Total Principal at at Avg. Monthly Carrying Average
Line Offering Coupon Maturity Offered Expenses Amount Amount Effective 12/31/15 12/31/16 Averages Cost Embedded
No. Date Rate Date ($Millions)  ($Millions)  ($Millions)  (Dollars) Cost Rate ($Millions) ($Millions) ($Millions) ($Millions) Cost Rates
@ (b) () (d) (e) ® (@ (h) 0] 0] k) 0] (m)
1 30-Jun-15 1.640% 30-Apr-20 288.9 1.0 287.9 99.64 1.72% 293.0 293.0 293.0 5.0
2 Subtotal 293.0 293.0 293.0 5.0
3 Treasury OM&A costs 0.1
4 Other financing-related fees 0.2
5 Total 293.0 293.0 293.0 5.3 1.80%
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Cost of Long-Term Debt Capital | Tabl
Test Year (2017) Jchedule 2
Year ending December 31 Hage 3 of 5
Premium Net Capital Employed
Principal Discount Per $100 Total Amount Outstanding Projected
Amount and Total Principal at at Avg. Monthly Carrying Average
Line Offering Coupon Maturity Offered Expenses Amount Amount Effective 12/31/16 12/31/17 Averages Cost Embedded
No. Date Rate Date ($Millions)  ($Millions)  ($Millions)  (Dollars) Cost Rate ($Millions) ($Millions) ($Millions) ($Millions) Cost Rates
@ (b) () (d) (e) ® (@ (h) 0] 0] k) 0] (m)
1 30-Jun-15 1.640% 30-Apr-20 285.1 1.0 284.1 99.64 1.72% 293.0 293.0 293.0 5.0
2 Subtotal 293.0 293.0 293.0 5.0
3 Treasury OM&A costs 0.1
4 Other financing-related fees 0.2
5 Total 293.0 293.0 293.0 5.3 1.80%
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B2M LP Exhibit B2
Cost of Long-Term Debt Capital | Tabl
Test Year (2018) Jchedule 2
Year ending December 31 Hage 4 of 5
Premium Net Capital Employed
Principal Discount Per $100 Total Amount Outstanding Projected
Amount and Total Principal at at Avg. Monthly Carrying Average
Line Offering Coupon Maturity Offered Expenses Amount Amount Effective 12/31/17 12/31/18 Averages Cost Embedded
No. Date Rate Date ($Millions)  ($Millions)  ($Millions)  (Dollars) Cost Rate ($Millions) ($Millions) ($Millions) ($Millions) Cost Rates
@ (b) () (d) (e) ® (@ (h) 0] 0] k) 0] (m)
1 30-Jun-15 1.640% 30-Apr-20 281.3 1.0 280.3 99.64 1.72% 293.0 293.0 293.0 5.0
2 Subtotal 293.0 293.0 293.0 5.0
3 Treasury OM&A costs 0.1
4 Other financing-related fees 0.1
5 Total 293.0 293.0 293.0 5.3 1.79%
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B2M LP Exhibit B2
Cost of Long-Term Debt Capital | Tabl
Test Year (2019) Jchedule 2
Year ending December 31 Hage S of 5
Premium Net Capital Employed
Principal Discount Per $100 Total Amount Outstanding Projected
Amount and Total Principal at at Avg. Monthly Carrying Average
Line Offering Coupon Maturity Offered Expenses Amount Amount Effective 12/31/18 12/31/19 Averages Cost Embedded
No. Date Rate Date ($Millions)  ($Millions)  ($Millions)  (Dollars) Cost Rate ($Millions) ($Millions) ($Millions) ($Millions) Cost Rates
@ (b) () (d) (e) ® (@ (h) 0] 0] k) 0] (m)
1 30-Jun-15 1.640% 30-Apr-20 2775 1.0 276.5 99.64 1.72% 293.0 293.0 293.0 5.0
2 Subtotal 293.0 293.0 293.0 5.0
3 Treasury OM&A costs 0.1
4 Other financing-related fees 0.1
5 Total 293.0 293.0 293.0 5.3 1.79%
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COST OF SERVICE SUMMARY

1.0 INTRODUCTION

This evidence presents an overview of B2M LP’s Cost of Service. As summarized in

Exhibit C2, Tab 1, Schedule 1, the Cost of Service includes the following elements, for

which the overall costs are shown in Table 1 below:

Operation, Maintenance and Administrative (“OM&A”) Expenses,

Depreciation and Amortization Expense, and

Payments in Lieu of Corporate Income Taxes.

Table 1
Costs of Service
($ Millions)
Historic Test Year
Description LEED
P 2014 2015 2016 2017 2018 | 2019
OM&A 7.7 1.8 1.2 1.2 25 15
Depreciation and Amortization 0.3 6.8 6.8 6.8 6.8 6.8
Income Taxes 0.0 0.4 04 0.4 0.9 1.1
Total Cost of Service 8.0 9.0 8.4 8.4 10.2 9.4

20 KEY ELEMENTS OF THE COST OF SERVICE

B2M LP’s forecast cost of service has been developed to sustain the safe and reliable

operation of its transmission assets.
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2.1  Operation, Maintenance and Administrative Expenses (OM&A)

B2M LP will be managed by its general partner, B2ZM GP Inc., which will retain Hydro
One Networks (“HONI”), under a Service Level Agreement, to plan and organize the
operation and maintenance of the assets and provide certain corporate and administrative
support as outlined in Table 1 of Exhibit A, Tab 10, Schedule 1.

OM&A expenses are derived based upon the various work programs and functions
performed by or on behalf of the Partnership. These work programs primarily address
improvements and upkeep of the assets to maintain their operating condition. The
estimated total OM&A expenses for the five year period are $1.8 million in 2015, $1.2
million in 2016, $1.2 million in 2017, $2.5 million in 2018, and $1.5 million in 2019.
Details of the calculation of OM&A costs for the test years are included at Exhibit C1,
Tab 2, Schedule 1.

2.2  Depreciation and Amortization Expense

The depreciation expense for B2M LP was supported by recommendations that Foster
Associates Inc. made on the appropriate depreciation rates for the B2M LP assets, based
on a methodology consistent with that approved for use by Hydro One Transmission. The
estimated depreciation expenses for the five year period are $6.8 million per year through
2019. Supporting evidence for this study is filed at Exhibit C1, Tab 4, Schedule 1 and
further detailed in Exhibit C2, Tab 2, Schedule 1.

2.3. Payments in Lieu of Corporate Income Taxes

Under the Income Tax Act, a partnership is not taxable; however it is required to compute

its taxable income, which is then allocated to its partners. The estimated Payments in
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Lieu of Income Taxes, in accordance with the Electricity Act, 1998, that will be required
to be paid by the partners from the income generated in B2M LP over the five year period
are $0.4 million in 2015, $0.4 million in 2016, $0.4 million in 2017, $0.9 million in 2018,
and $1.1 million in 2019. These amounts reflect the non-taxable status of SON FC.
Details of the calculation of Payments in Lieu of Income Taxes are shown in Exhibit C1,
Tab 5, Schedule 1.
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SUMMARY OF OM&A EXPENDITURES

1.0 SUMMARY OF OM&A EXPENDITURES

The proposed Operation, Maintenance, and Administration (“OM&A”) expenses
represent the work required to meet public and employee safety objectives, maintain
transmission reliability at targeted performance levels, and to comply with regulatory
requirements (such as specified within the Transmission System Code), environmental

requirements and Government direction.

Key components in the build-up of OM&A requirements for the period 2015 to 2019 are:

e Service Level Agreement (“SLA”) with Hydro One Transmission, and

e Ongoing Incremental Expenses of the Partnership

It should be noted that on a per asset basis, B2M LP will be a very low cost provider
compared to other transmitters in Ontario. This relates primarily to the characteristics of
the assets that it holds. B2M LP owns a 500 kV double-circuit transmission line that is
predominantly parallel to an existing 500 kV double-circuit line. B2M LP owns no
station assets. This type of asset is extremely reliable and has a very low probability of
fault or other incident requiring expenditures. Moreover, servicing of this line as

required will be efficient given its proximity to the existing circuit.

Table 1 provides the details associated with those costs:
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1 Table 1
2 Summary of OM&A
3 ($ Millions)
Historic Test Year
Year
Description 2014 2015 | 2016 | 2017 | 2018 | 2019
SLA with Hydro One Transmission
Operations & Maintenance Expenses 0.0 0.7 0.5 0.5 1.8 0.6
Administrative and Corporate Expenses 0.0 0.2 0.2 0.2 0.2 0.2
Incremental Expenses 0.0 1.0 0.5 0.5 0.5 0.8
Start-Up and Development Costs* 7.7
Total OM&A 7.7 1.8 1.2 1.2 2.5 15

4
5

6

10

11

12

13

14

15

16

17

18

19

20

*B2M LP proposes to recover the Start-Up and Development Costs over 4 years at a rate of $1.925 million
per year from 2016 to 2019. Please refer to Exhibit E1, Tab 1, Schedules 1 and 2.

Each of these components is discussed below.

2.0 KEY COMPONENTS IN THE BUILD-UP OF COST OF SERVICE

2.1  Service Level Agreement (“SLA”) with Hydro One Transmission

The bulk of the Operation, Maintenance and Administrative expenses required to satisfy
the obligation and objectives of the company arise as the result of a Service Level

Agreement executed between Hydro One Networks and B2M GP Inc. on behalf of B2M
LP.

All of the costs included in the SLA are costs that would have been incurred by Hydro
One Transmission had the assets not transferred to B2M LP. These expenses would have

been included in the revenue requirement of Hydro One Transmission for inclusion in the
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Uniform Transmission Rate but are now included in B2M LP’s revenue requirement.

Therefore, these SLA expenses cause no change in Uniform Transmission Rates.

2.1.1 Operation and Maintenance Expenses

The Operation and Maintenance expenses forecast to be spent related to these assets
under the SLA are equivalent to the amounts that were forecast to be spent on the assets
when they were owned by Hydro One Transmission. Execution of the work will be
unchanged and will have no effects on the continued safe and reliable operation and

maintenance of the items.

The forecast Operation and Maintenance costs for the test years 2015 to 2019 include:

e Monitoring/Control of the transmission system including alarm monitoring, asset
monitoring, and minor control;

e Asset Operation within Hydro One Networks prescribed limits including application
of Hydro One Networks equipment directives, switching on Hydro One Networks
transmission system to regulate B2M LP 's transmission system;

e Emergency Response to transmission system events including response to IESO
directed emergency actions, and implementation of load shedding;

e Outage Processing including scheduling, planning, and submitting to IESO;

e Crew Dispatching including 24/7 assessment, contacting, and dispatching;

e Record Maintenance including retention of logged items, retention of SCADA
information, and trip reports;

e Power System IT Support of the power system applications used by operators;

e Line Patrols including thermo-vision, helicopter and foot patrols; and
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e Vegetation Management including mandatory NERC patrols, and line clearing/brush
control on a 6 year cycle. The next cycle is planned to occur in 2018 so no forestry

costs are included in the other test years.

2.1.2 Administrative and Corporate Expense

The Administrative and Corporate Expenses include the costs arising from the support
function provided by Hydro One Transmission to B2M LP with respect to administrative
services and systems. The investment in those systems and the cost of their operation are
incurred by Hydro One Transmission but are allocated to Hydro One Inc. and its affiliates
through a cost allocation methodology that has been approved in past filings including
Hydro One Transmission’s filing in EB-2014-0140.

This methodology provides a cost effective way to lower cost for Hydro One
Transmission by spreading the inherent costs of its infrastructure with other companies in
the Hydro One family. It also lowers costs for the subsidiaries since they have access to a
sophisticated administration infrastructure at a lower cost than if they each built their own
unique and independent system. This sharing of cost for a unified infrastructure benefits
rate payers through lower rates and has been accepted by the Board in numerous previous
proceedings. B2M LP commissioned a study by Black and Veatch in support of the
allocation of corporate costs. A copy of this study is attached at Exhibit C1, Tab 3,
Schedule 1, Attachment 1.

2.2 Incremental Expenses
There are certain functions that must be executed by B2M LP in order for the company to

meet its obligations and objectives that are not currently supported by Hydro One

Transmission. These functions and their related expenses are made necessary due to the
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existence of a new stand-alone transmitter. These costs are shown in Table 2 and

include:

e Insurance;
e Regulatory expenses; and

e Retention of a Managing Director and associated administrative expenses.

Table 2
Total Incremental OM&A Expenses
($ Millions)
Historic Test Year
Description Year

2014 2015 2016 2017 2018 2019
Insurance 0.0 0.1 0.1 0.1 0.1 0.1
Regulatory 0.0 0.3 0.0 0.0 0.0 0.3
Administrative 0.0 0.1 0.1 0.1 0.1 0.1
Managing Director’s Office 0.0 0.5 0.2 0.2 0.2 0.2
Total Incremental OM&A 0.0 1.0 0.5 0.5 0.5 0.8

11

12

13

14

The Incremental Expenses are in addition to those removed from the revenue requirement

of Hydro One Transmission but they will not have a material effect on the Uniform

Transmission Rates.
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COMMON CORPORATE COSTS, COST ALLOCATION
METHODOLOGY

Allocation of Common Corporate Costs to Hydro One’s Distribution and Transmission
businesses, to other Hydro One affiliates, and to B2M LP is based on clearly articulated
shared functions and services and an established cost allocation approach based on cost

causality principles.

The Common Corporate Costs OM&A programs include the support of Corporate
Common Functions and Services (“CCF&S”), Asset Management, Information

Technology, and Operating Programs.

CCF&S include Corporate Management, Finance, Corporate Communications &
Services, General Counsel & Secretariat, Regulatory Affairs, Corporate Security, Internal
Audit and Real Estate & Facilities.

Since 2004, in connection with each cost of service application, Hydro One has
commissioned a study by Black and Veatch (B&V) to recommend a best practice
methodology to allocate common corporate costs among the business entities using the
common services. The adopted methodology represents the industry’s best practices,

identifying appropriate cost drivers to reflect cost causality and benefits received.

B&V submitted a study to B2M LP on September 19, 2013. This study is provided in
Exhibit C1, Tab 3, Schedule 1, Attachment 1. The external expert evidence is also

included as Attachment 2.

Table 1 shows the allocation of Common Corporate Costs to B2M LP for the test years
2015 to 20109.
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Table 1
Allocation of Common Corporate Costs to B2M LP
($ Millions)
Test Year
2015 2016 2017 2018 2019
Allocation to
BOM LP 0.2 0.2 0.2 0.2 0.2
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REVIEW OF COMMON CORPORATE COST ALLOCATION

Attachment 1: Review of Allocation of Common Corporate Costs to B2M Limited
Partnership

Attachment 2: External Expert Evidence Statement
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REVIEW OF ALLOCATION OF
COMMON CORPORATE COSTS TO
B2M LIMITED PARTNERSHIP
Hydro One Networks Inc.
19 SEPTEMBER 2013
BLACK &VEATCH

. Building a world of difference:



Hydro One Networks Inc. | B2M LIMITED PARTNERSHIP

Table of Contents

Table of CONLENLS ......ccccvcciismsmirssssss s —— 1
. INtroduction ... sssssasasassssssss 1
W 2 7= ol €= 1/ 011 U VOO PO 1
B. Hydro One Common Corporate Cost Allocation Methodology................ 1
C. Application of Cost Allocation Methology to BZMLP........cccovereneeerenncnnae 1
D.  SCOPE Of WOTK ..o sss s sssssssssssssssssssssssssssssssssssssssssssssns 2
II. Organization and Common Corporate COStS......ummmmmmms 2
Hydro One Organization .......eeensesessesssessessesssessssssssesssessssssssssses 2
B. common Services And Common Corporate COStS ....mmmmesmmmennens 2
III. B2M Line and B2M Limited Partnership........n. 3
) W O 1= T4 = 3
B.  Hydro ONe’s ROLE ... eeeseesseerseeeeessessseesssessessseessesssssssssssssessssssssssssenes 4
IV.  Allocation Methodology and Results........ccccuurunenne 4
A, CoStS t0 D AllOCALEd ... et ssssessssss s sanas 4
AllOCAtioN PEICENTAZES ...cuceurereereereeeesseesessessseessee s essesssssse s ssssssssssssssssessnes 5
C. Costs Allocated to the BZMLP- Results and Conclusion...........eceereeneeenee 5
List of Tables
Table 1 - BUSINESS UNILS ....iierceriereieeereesesessseessessessesssssesssssssesssssssssssesssssssssssssssssssssssssasees 2
Table 2 -Functions and Services in Common Corporate COStS ...cumemenmenessessenns 3
Table 3 - Summary of Common Corporate Costs Allocated to B2ZMLP................... 6
List of Exhibits

Exhibit A - Allocation of Common Corporate Costs to B2M Limited Partnership



Hydro One Networks Inc. | B2M LIMITED PARTNERSHIP

1. Introduction

A. BACKGROUND

Black & Veatch Corporation (“B&V” or “we”) is pleased to submit to Hydro One Networks Inc.
(“Hydro One”) this Report on our Review of Allocation of Common Corporate Costs to B2ZM Limited
Partnership (“B2M Review”).

B. HYDRO ONE COMMON CORPORATE COST ALLOCATION

METHODOLOGY
In 2004, B&V was engaged by Hydro One to recommend a best practice methodology to distribute
its common corporate costs, including costs incurred under its outsourcing contract with Inergi LP,
to Hydro One and its subsidiaries. B&V recommended, Hydro One adopted and the Ontario Energy
Board (“OEB”) accepted a methodology to distribute those costs, as described in our Report on
Common Corporate Costs Methodology Review dated May 20, 2005 (“2005 Common Costs Report”).
The OEB-accepted methodology has been applied to Hydro One’s Business Plans, and reviewed by
B&V with reports issued, as follows:

B&V BUSINESS B&V REPORT
REVIEW PLAN

2006 Review  BP 2007-2011 Report on Implementation of Common Corporate Costs Methodology dated
May 31, 2006

2008 Review  BP 2009-2013 Report on Implementation of Common Corporate Costs Methodology dated
September 10, 2008

2009 Review  BP 2010-2014 Report on Shared Services Costs Methodology dated June 29, 2009

2010 Review  Updated BP Report on Shared Services Costs Methodology — 2011 dated February 26,
2010-2014 2010

2011 Review  BP 2012-2016 Review of Shared Services Cost Allocation — 2011 dated August 22, 2011

2012 Review  BP 2012-2016 Review of Shared Services Cost Allocation (Transmission) — 2012 dated
February 1, 2012

The OEB-accepted methodology to distribute the common corporate costs has been applied by
Hydro One to its Business Plan for 2014-19 (“BP 2014-19”) data.

C. APPLICATION OF COST ALLOCATION METHOLOGY TO B2MLP

B2M Limited Partnership (“BZMLP”) will own the Bruce to Milton Transmission Reinforcement
Project (“B2M Line”), and Hydro One will have an ownership interest in, and will provide functions
and services to, the B2ZMLP, as discussed in Section 0. Accordingly, Hydro One has applied the
common corporate costs allocation methodology to determine the cost of providing those functions
and services to B2ZMLP. This Report describes the review that B&V performed, at Hydro One’s
request, of Hydro One’s allocation of common corporate costs included in its BP 2014-19 to the
B2MLP, and presents B&V’s conclusions.

BLACK & VEATCH | Inroducton



Hydro One Networks Inc. | B2M LIMITED PARTNERSHIP

D. SCOPE OF WORK

Consistent with B&V’s standard practice for consulting assignments, we relied on the genuineness
and completeness of all documents presented to us by Hydro One, and we accepted factual
statements made to us by Hydro One (e.g., headcount, budgeted amounts) subject only to their
overall reasonableness and any actual contrary knowledge, but without our independent
confirmation. All dollar amounts in this Report are stated in Canadian dollars.

Il. Organization and Common Corporate Costs
A.  HYDRO ONE ORGANIZATION

Hydro One Inc. is wholly owned by the Province of Ontario. It operates through the wholly owned
subsidiaries (and the B2ZMLP) listed in Table 1. The OEB regulates, separately, the business units
identified as such in Table 1. Each regulated business is required to account separately for its
assets, revenues and costs, for both regulatory and financial accounting purposes.

Table 1 - Business Units

BUSINESS
SUBSIDIARY REGULATED DESCRIPTION
UNIT
Owns and operates substantially all of Ontario’s

Transmission Yes . .
electricity transmission system.

Hydro One

Networks Inc. Owns and operates a distribution system which spans

Distribution Yes approximately 75% of Ontario and serves approximately
1.1 million customers.

Hydro One Owns, operates and manages electricity distribution
Brampton Yes e n

Brampton Inc systems and facilities in Brampton, Ontario.

Hydro One Owns, operates, maintains and constructs generation and

Remote Remotes Yes distribution assets used to supply of electricity to remote

Communities Inc communities in northern Ontario.

Sells high bandwidth telecommunication services to

Hydro One . . . :
Telecom No carriers, Internet service providers, and large public and
Telecom Inc. . -
private sector organizations.
Represents activities performed exclusively for the
benefit of the shareholder of Hydro One Inc. Most costs
Hydro One Inc. No . . .
it incurs are for the benefit of the other businesses, and
are allocated to them.
. Will own 100% of a continuous transmission line
B2M Limited

B2M Line Yes between the Bruce Nuclear Power Development and

Partnershi
2 Hydro One’s Milton Switching station.

B. COMMON SERVICES AND COMMON CORPORATE COSTS

Hydro One provides the functions and services identified in Table 2 to the operating businesses,

including the Transmission business.
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Table 2 —Functions and Services in Common Corporate Costs

Hydro One Inc. Corporate Office
President/CEO Office
Chair
CFO Office
Treasurer's Office
Board
Corporate Secretariat
General Counsel — VP

Operations
Business Architecture
Power Systems Information Technology (PSIT)
Business Information Technology (BIT)
Security Operations
SVP Planning & Operating
Distribution Development
Transmission Projects Development
Asset Strategy
Network Operations
Transmission Asset Management
Labour Relations
EVP Office — Operations

Corporate Relations
Corporate Communications and External
Relations and Executive Office
First Nations and Métis Relations

People and Culture

ETS- Applications Support and Infrastructure
Support

Shared Services

Treasury

Corporate Controller

Taxation

Outsourcing Services

Real Estate

Regulatory Affairs

Business Planning & Decision Support

Customer Service

Customer Care Services
Strategy and Conservation
SVP Customer Ops
Distributed Generation
Customer Business Relations
TxDx Settlements

Account Management Director
Advanced Distribution

Value Growth

Pricing

VP Customer Service

Inergi LP (outsourced services)

Customer Support Services
Settlement

Finance

Human Resources - Pay Services
Accounts Payable

Internal Audit

Telecom Services

Hydro One has distributed among the business units the costs (“Common Corporate Costs”),
reflected in its BP 2014-19, of providing those functions and services, using the the OEB-accepted
methodology. B&V reviewed Hydro One’s allocation and found that it is reasonable, reflects best
practices and follows the OEB-approved methodology, as discussed in our Review of Common
Corporate Costs Allocation- 2013 dated September 19, 2013 (“2013 Common Corporate Costs

Report”).

lll. B2M Line and B2M Limited Partnership

A. OVERVIEW

In 2012, the Bruce to Milton Transmission Reinforcement Project (“B2M Line”), a 180-km
transmission line delivering electricity from the Bruce Nuclear Power Development to Hydro One’s
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switchyard in Milton, ON, became operational. The two stations operated by Bruce Nuclear Power
Development are in Kincardine, ON, on the southeastern shore of Lake Huron; Milton is on the
western shore of Lake Ontario, 40 km west of Toronto.

Hydro One was responsible for the construction of the B2M Line. On or about January 1, 2014,
Hydro One will transfer ownership of the B2M Line to B2MLP, a partnership in which Hydro One
expects to have an ownership interest of 66% (sixty-six percent).

B. HYDRO ONE’S ROLE

Under the terms of an operating agreement, Hydro One will provide both operations and
maintenance services for the B2M Line, as well as support functions and services for the B2MLP.

Operations and Maintenance - Hydro One is responsible for operating and maintaining the B2ZM
Line. During the-initial period of operation of the B2M Line (i.e., 2013-2019, corresponding closely
to the period of BP 2014-19), the cost of this work is expected to average approximately 0.03% of
Hydro One’s annual spending for work of this nature on its Transmission business. Hydro One will
charge the B2ZMLP directly for the costs it incurs in operating and maintaining the B2M Line. The
amounts charged will reflect fully allocated costs; i.e., labor costs will include salary and wages,
benefits and overhead.

Support- In addition, Hydro One is responsible for providing support for the operating and
maintenance functions, as well as providing regulatory, legal and tax support for the B2ZMLP. This
support will be provided by the same departments, listed in Table 2, as provide similar functions
and services to Hydro One’s other business units and are included in Common Corporate Costs.

To reflect the costs of the functions and services to be provided to support the BZMLP, Hydro One
has allocated to it a portion of the Common Corporate Costs included in BP 2014-19. The
appropriateness of that allocation is the subject of the B2ZM Review performed by Black & Veatch
and discussed in this Report.

IV. Allocation Methodology and Results
A.  COSTS TO BE ALLOCATED

The costs of the operation and maintenance of the B2M Line, and of the functions and services to be
provided to the BZMLP, are currently included in the rates of Hydro One’s Transmission business.
Therefore the Common Corporate Costs allocated to the B2ZMLP are a portion of the total Common
Corporate Costs currently distributed to the Transmission business; costs distributed to the
Transmission business have been determined by applying Hydro One’s Common Corporate Costs
Allocation methodology to BP 2014-19 data.

Only certain of the functions and services included in Common Corporate Costs are needed for
Hydro One to provide the indicated support for the B2ZMLP. In addition, the level of effort required
to provide this support is expected to vary over the period 2013-2019. The highest levels of effort
are expected in the first year due to the newness of the B2ZMLP entity, and the first year of operation
and maintenance of the B2M Line. It is expected that thereafter a much smaller level of effort will
be required, because procedures will have been established and operations are expected to be

stable over the period.
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Hydro One determined that it is appropriate to have the portion (percentage) of total Transmission
Common Corporate Costs allocated to the B2MLP remain constant over the business plan period,
2014-2019. Black & Veatch agrees with this approach, for the following reasons:

The amounts allocated are based on a normal average year and do not reflect the
higher level of costs in year one.

The costs allocated to the BZMLP are small and reasonably determinable, and the
changes that would result from computing the numbers annually would be minimal
in dollar terms and not worth the time. Many of the year one costs will be incurred
prior to the closing of the transaction and are prior to the time scope of this report.

Stability of costs benefits the B2ZMLP in planning and rate setting.

B. ALLOCATION PERCENTAGES

To determine the portion of Transmission Common Corporate Costs to allocate to the B2ZMLP,
Hydro One personnel reviewed each activity performed by the departments included in Common
Corporate Costs, and determined the estimated percentage of each activity that will be devoted to
the B2ZMLP over the period of the BP 2014-19. The Hydro One personnel who performed this
review are familiar with the B2ZMLP and with the functions and services included in Common
Corporate Costs. Their review included discussions with the departments that provide those
functions and services, as appropriate, as well as review of the results by management of the
B2MLP and supporting staff.

Black & Veatch reviewed the percentages assigned to each activity and obtained explanations for
the percentages assigned. Based on our work, we believe that the percentages are reasonable
estimates of the effort required to provide the functions and services to the B2MLP over the
business plan period.

Exhibit A lists each activity required to provide the functions and services (i.e., each activity in the
Common Corporate Costs Model) and the percentage of the activity allocated to the B2MLP based
on the review. For each activity for which costs are allocated to the B2ZMLP, Exhibit A also includes
a brief explanation of the work to be performed and any relevant considerations.

C. COSTS ALLOCATED TO THE B2MLP- RESULTS AND CONCLUSION

For each activity in the functions and services to be provided to the B2MLP, the percentage
allocated to the B2ZMLP is multiplied by the cost of that activity in 2014 (reflected in BP 2014-19) as
determined in Hydro One’s Common Corporate Costs Model. The results are summed, to determine
the total Common Corporate Costs to be allocated to the B2ZMLP. The computations and the results
are shown in Exhibit A. Table 3 presents a summary of the results.

Based on our review, Black & Veatch believes that the allocation of Common Corporate Costs to the
B2M Limited Partnership, for the functions and services to be provided by Hydro One, reflects cost
causation and conforms to the OEB-accepted methodology for allocation of Hydro One’s Common
Corporate Costs.
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Table 3 — Summary of Common Corporate Costs Allocated to B2MLP

Shared Services
Shared Services
Shared Services
Shared Services

Shared Services
Shared Services

Operations

Corporate Relations

Corporate Relations

General Counsel &
Secretariat

Inergi

All other

Function or Service

Treasury

Corporate Controller
Taxation

Real Estate
Regulatory Affairs

Business Planning &
Decision Support

Security Operations

Corporate
Communications,
External Relations &
Executive Office

First Nations and
Métis Relations

General Counsel &
Secretariat

Finance

Common Corporate Costs for Year 2014 in BP 2014-19

B2MLP % Of

Transmission

(Average All
Activities)

Transmission
Costs Allocated
To B2MLP

Total Costs
Distributed To
Transmission

2,482,800
13,392,259
1,330,270
7,882,026
3,221,295

1,250,623

2,203,474

2,387,290

1,861,275

5,355,780

4,048,528

147,225,694

14,042
40,039
18,319
21,603
29,212

20,851

10,189

8,189

16,475

33,888

11,652

0.57%
0.30%
1.38%
0.27%
0.91%
1.67%

0.46%

0.34%

0.89%

0.63%

0.29%

BLACK & VEATCH | Allocation Methodology and Results
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Exhibit A

Page 1 of 10

L [Lin
! . /e I % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
1 | ex
HoI President/CEO Office L1 Esta_bhsh pgrf(_)r_mance targets for safety, customer 33.338
service, reliability
Provide strategic direction and manage the
HOlI President/CEQ Office L 2 company to meet the targets of safety, customer 133,352
service. reliabilitv ) ) ) )
HOI President/CEO Office L 3 Develop and maintain relationships with major 133,352
customers and customer aroups
HOI President/CEO Office L a4 Develop and maintain relationships with 117,300
requlators, shareholder, lenders
HOI President/CEO Office L s Monl.tor, a§sess and remediate risks to operational 66,676
and financial performance
HOI President/CEO Office L 6 Influence / Ensure company can ad.apt to t{h.anging 133,352
regulatory framework and economic conditions
HOI President/CEO Office L 7 Plan for management succession 33,338
HOI President/CEO Office N 1 General Departmental Expenses 158,100
HOI Chair L 1 OVERALL ASSIGNMENT OF TIME 162,276
HOI Chair N 1 General Departmental Expenses 13,548
Review and approve financial and investment
HOI CFO Office L' 1 decisions and Provide input to strategy and 83,074
business plans
Provide oversight to Finance functions in timely,
HOI CFO Office L' 2 reliable reporting information to HO, subs, 64,921
reaulators. investors. shareholder
HOI CFO Office L | 3 |Provide oversight to Human Resources 3,485
HOI CFO Office L | 4 |Provide oversight to Labour Relations 3,485
HOI CFO Office L | 5 |Provide oversight to Regulatory Affairs 32,229
HOI CFO Office L 6 Ensure.financial services are provided efficiently 10,673
and reliably
Ensure integrity of, and compliance with, internal
HOlI CFO Office L | 7 |controls over regulatory, financial, accounting 26,337
activities
HOI CFO Office L s l\_/lomtt_)r performance against operational, 27,691
financial and reaulatory taraets
HoI CEO Office L 9 Ensure sufficient revenue for operating, financial 14.143
and requlatorv needs
HOI CFO Office L 10 Support BOD 10,607
HOI CFO Office L 11 Ensure access to capital on reasonable terms 2,000
HOI CFO Office L 12 Provide oversight to Management Investment 5,227
HOI CFO Office L 13 Provide oversight to Board Investment Pension 3,485
HOI CFO Office L 14 Provide oversight to Regulatory Committee 3,825
HOI CFO Office L 15 Provide oversight to Audit Finance Committee 7,561
HOI CFO Office L 16 Provide oversight to Business Transformation 1,700
HOI CFO Office L 17 Provide oversight to Outsourcing 11,203
HOI CFO Office L 18 Provide oversight to Supply Chain 11,203
HOI CFO Office L 19 Provide oversight to Fleet Services 2,970
HOI CFO Office L 20 Provide oversight to Real Estate and Facilities 5,141
HOI CFO Office L 21 OTHER DEPARTMENT ACTIVITIES 0
HOI CFO Office N 1 General departmental expenses 49,511
HOI Treasurer's Office L1 Rev.igw and approve financial and investment 23.304
decisions
HOI Treasurer's Office L 2 Ensure access to capital on reasonable terms 23,323
Keep senior management and Hydro One Board
Member's apprised on the risks, liquidity &
HOI Treasurer's Office L | 3 [financial position of the company, capital market 16,326
conditions, financing and risk management
ctrataniee nlanc and artinne
Represent the company before customers,
HOI Treasurer's Office L 4 regulators, shareholder, lenders, creditors and 20,612
financial intermediaries
HOI Treasurer's Office L 5 Pension Management 6,094
HOI Treasurer's Office L 6 Oversight of Corp Finance- Treasury 137,268
HOI Treasurer's Office L 7 0 0
HOI Treasurer's Office L 8 0 0
HOI Treasurer's Office L 9 0 0
HOI Treasurer's Office N 1 General Departmental Expenses (228,780)
HOI Pension L| 1 |Pension cost 580,279
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L [Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
I | ex
HOI Pension N ' 1 Pension cost (580,279) -
HOI Board N 1 AuditFee 493,341 -
HOI Board N 2 General departmental expenses 433,524 -
HOI Corp. Secretariat L 1 OVERALL ASSIGNMENT OF TIME 153,654 -
HOI Corp. Secretariat N 1 General Departmental Expenses 52,909 -
HOI General Counsel - VP L 1 OVERALL ASSIGNMENT OF TIME 223,717 -
HOI General Counsel - VP N 1 General Departmental Expenses 5,291 -
HOI Donations N 1 Donations 0 -
Shared Outsourcing Services L 1 Inergi Contract Management 882,844 -
Shared Outsourcing Services N| 1 General Departmental Expenses 23,939 -
Shared Qutsourcing Services N 2 Inergi Costs/Consultants 1,493,800 -
- Issues are allocated once upon creation and
Shar_ed Treasury L 1 L_|qU|d|_ty Management, Debt Issuance and only minimal annual maintenance is 1.0% 580,739 5,807
Services Financial Risk Management .
required
Shar‘_ed Treasury L 2 Regulatory and Credit Rating Support 82,668 -
Services
Shar‘_ed Treasury L 3 Investor Relations 181,869 -
Services
Shan.ed Treasury L 4 Banking Operations and Account Management Monthl)./ recon.cnlatlorjs.but number of 2.0% 347,205 6,944
Services transactions will be minimal
Shan.ed Treasury L 5 Insurance & Risk Management- Purchasing partr?ershlp will have spe<.:|f|c insurance 2.0% 64,527 1,291
Services requirements but those will be infrequent
Shargd Treasury L 6 Insurance- Claims 89,526 -
Services
Shared
Treasu L 7 Insurance- Support 80,658 -
Services v PP
Shan_ed Treasury L 8 Enterprise Risk Management 193,580 -
Services
Shared
I Treasury L' 9 OTHER DEPARTMENT ACTIVITIES 0 E
Services
Shared Treasury N 1 Claims 416,772 -
Services
Shargd Treasury N| 2 |General liability 352,173 -
Services
Shared . : . .
. Treasury N| 3 |Directors & Officers insurance policy 72,408 -
Services
Shared S .
Treasu N 4 Fiduciary insurance polic! 11,841 -
Services v Y policy
Shared
Treasu N 5 0 0 -
Services v
Shared
Treasu N 6 0 0 -
Services v
Shar.ed Treasury N | 7 General departmental expenses 8,835 -
Services
Shar_ed Corporate Controller L1 Acn;tmg policies; External reports; External audit / Addltlona! fmancnal'statements and audit 3.0% 721133 21,634
Services review support will be required
Sharfed Corporate Controller Ll 2 Busme§s .Plan (incl. Flnan.mal Modeling & ) 49274 i
Services Analysis); Internal reports; Year-end projections
Sharfzd Corporate Controller L 3 Regulatory Finance Activities 48,146 -
Services
Sharfed Corporate Controller L 4 Manage Inergi- General and Inergi- Finance 72,510 }
Services contract
Shared . .
. Corporate Controller L 5 Revenue analysis and reporting 135,065 -
Services
Shargd Corporate Controller L 6 C.orpor.ate accounting and Monitor and support 672,743 )
Services Financial systems
Shargd Corporate Controller L7 Inte_rnal Controls/ Bill 198 and Compliance- New 579.332 }
Services projects
Shar.ed Corporate Controller L 8 Intern.al Controls/ B.I|| 198 and Compliance- 321115 )
Services Sustainment / ongoing

10
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L [Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
I | ex

Shared .

) Corporate Controller L 9 Operational Acct & LOB Support 3,614,709 -
Services
Shared

. Corporate Controller L 10 Payroll/TRC (BASC) 988,818 -
Services
Shared Corporate Controller L 11 IFRS/US GAAP 64,020 -
Services
Shared .
Services Corporate Controller L 12 SAP Process / Reporting Improvements 211,454 -
Shared .

. Corporate Controller L | 13 Business Process Improvements 343,672 E
Services
Shared

. Corporate Controller L | 14 Corporate Card Charge (BASC) 1,118,089 -
Services
Sharfzd Corporate Controller L 15 Performance Reporting Thgre will l?e'performance r.e;.)t.)rtlng 2.0% 920,269| 18,405
Services against a minimal set of activities
Shared .

. Corporate Controller L | 16 Work Management Reporting 1,007,618 E
Services
Shared . . .
Services Corporate Controller L 17 Project Accounting/Project Analyst 1,595,394 -
Shargd Corporate Controller L 18 0 -
Services
Shart.ed Corporate Controller L 19 0 -
Services
Shared
Services Corporate Controller L | 20 OTHER DEPARTMENT ACTIVITIES 0 -
Shart.ed Corporate Controller N 1 Actuarial Consultants 133,797 -
Services
Shared . .

. Corporate Controller N| 2 |Bill 198, Corp Controllership 630,149 -
Services
Shared -

. Corporate Controller N| 3 General Departmental activities 164,951 -
Services
Shar«.ed Taxation L1 Con_wpllance activities including tax filings and Sepe.arate Tax filings and returns will be 5.0% 362,492| 18125
Services audits required
Shared Taxation L 2 TaxPlanning 258,907 -
Services
Shargd Taxation L 3 Support Debt issuance 19,210 -
Services
Shargd Taxation L 4 Special Projects 143,679 -
Services
22?\:?:95 Taxation L 5 Support regulatory filings Support regulatory cases from time to time | 1.0% 19,446 194
Shar_ed Taxation L 6 Support Construction activities 0 -
Services
Shar_ed Taxation L 7 Support SAP Implementation 0 -
Services
Shar_ed Taxation L 8 Support Transition to IFRS 0 -
Services
EZ?J?ges Taxation L| 10 OTHER DEPARTMENT ACTIVITIES 276,752 -
Shargd Taxation N 1 Tax Consultants 179,844 -
Services
Shargd Taxation N| 2 |General Departmental activities 69,940 -
Services
Shan_ed Real Estate L 1 Supporting Rate Filling Regulatory 12,911 -
Services )
Sharc_ed Real Estate L 2 Real Estate - Manage & Acquire ROW & Based on # of km - average amount of 0.6% 3371.708| 20,463
Services Easements manadement expected

1"
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L [Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
1 | ex .
Shar‘_ed Real Estate L 3 Manage property taxes and property rights Based on # of km - average amount of 0.6% 187,874 1,140
Services pavments and appeals manadement expected
Shar‘_ed Real Estate L 4 Manage SLU Revenue Programs 1,268,182 -
Services
Shared :
. Real Estate L 5 Manage Employee Relocation Program 255,960 -
Services
Shared Real Estate L 6 VP Office 223,360 -
Services
Shar_ed Real Estate L 7 Common (Admin) 673,753 -
Services
Shared . - . .
Services Real Estate N| 1 Supporting Rate Filling Regulatory Support regulatory cases from time to time | 1.0% 0 -
Shan‘ed Real Estate N 2 Real Estate - Manage & Acquire ROW & 674,559 :
Services Easements
Shan.ed Real Estate N 3 Manage property taxes and property rights 77,581 }
Services payments and appeals
Shared Real Estate N 4 Manage SLU Revenue Programs 1,128,155 -
Services
Shared ]
. Real Estate N| 5 Manage Employee Relocation Program 0 -
Services
Shared Real Estate N| 6 VP Office 7,986 -
Services
Shared . . . .
. Regulatory Affairs L 1 Major Projects and Partnerships 393,242 -
Services
Shan.ed Regulatory Affairs L 2 Compliance 305,605 -
Services
Shared Regulatory Affairs L 3 'Regulatory Policy and Support 1,513,544 -
Services g y g y y pp! 013,
Shan.ed Regulatory Affairs L 4 Major Applications Labour assoqated with anticipated small 5.0% 584,245| 29,212
Services COS proceeding every 2 years
Shared Regulatory Affairs L 5 VP 130,831 -
Services
Shared Regulatory Affairs N| 1 All Other Costs 293,829 -
Services
Shared . .
. Reg. Affairs- OEB Cost N 1 OEB Billed costs 4,071,509 -
Services
Shared Reg. Affairs - NEB Cost |N| 1 |NEB Costs 1,253,549 -
Services
Sharfzd Reg.'Affalrs - Rate N| 1 |Incremental Rate Hearing Costs 1,126,000 -
Services Hearings
Sharfed BP&DS L 1 Business Planning and Other ?eparat_e busm_ess plan including 3.0% 695,024 20,851
Services instructions will be prepared
Shared . .
BP&DS L 2 Regulatory Finance - Major Rate Apps 0 -
Services 9 y ) P
Shared . .
BP&DS L 3 Regulatory Finance - Monthly Reportin 0 -
Services g y Y Rep 9
Shar_ed BP&DS L 4 Decision Support 381,538 -
Services
Shared BP&DS L 5 Healthand Safety 128768 ;
Services
Shared
. BP&DS L 10 OTHER DEPARTMENT ACTIVITIES 0 -
Services
Shar?d BP&DS N| 1 General departmental expenses 13,314 -
Services
Shared BP&DS N 2 Lead Lag Study 9,808 -
Services
Shared BP&DS N 3 Cost Allocation Study 17,183 ;
Services
Shar?d BP&DS N| 4 /Common Asset Study 2,397 -
Services
Shared BP&DS N 5 Overhead Study 2,500 -
Services
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L [Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
1 | ex
Operations Business Architecture L 1 Manage Enterprise Business Processes 330,254 -
Operations Business Architecture L 2 Manage Enterprise Reporting and Analytics 495,381 -
Operations Business Architecture L 3 Support Cornerstone Value Realization Program 122,759 -
Operations Business Architecture L 4 ::a\tlsljfeznd assess key performance indicators and 165,127 -
Provide Application Support and Coordinate, track
Operations Business Architecture L 5 and improve training curriculum and develop 1,115,581 -
power user network
Identify, develop, assess, and implement strategic
Operations | Business Architecture L | 6 |solutions to improve upon the Cornerstone and 613,795 -
related assets
Operations Business Architecture L | 10 |OTHER DEPARTMENT ACTIVITIES 149,626 -
Operations Business Architecture N| 1 General Departmental Expenses 250,708 -
Operations Business Architecture N| 10 OTHER DEPARTMENT ACTIVITIES 0 -
Operations PSIT L1 Support Fo backbone, PCs anq ap_pllcatlons; 2,202,027 :
Support internal telecommunications
Develop systems required by operating businesses
Operations PSIT L 2 to meet changes in technical, operating and 1,468,018 -
reaulatorv reauirements
Operations PSIT L 3 Support Asset Management activities and projects 1,468,018 -
Operations PSIT L 4 Support Finance activities and projects 0 -
Operations PSIT L s Pr.ow.de c?peratlgn.zal! support for Transmission and 1,761,622 }
Distribution activities
Operations PSIT L | 6 |Manage IT capital projects and IT strateqy 2,202,027 -
Operations PSIT L 7 Support Inergi operations 0 -
Operations PSIT L | 8 |Other departmental activities 440,405 -
Operations PSIT L | 10 OTHER DEPARTMENT ACTIVITIES 0 -
Operations PSIT N 1 General Departmental Expenses (6,362,231) -
Operations PSIT N 10 OTHER DEPARTMENT ACTIVITIES 0 -
Operations BIT L1 Support Fo backbone, PCs an(_j ap_phcanons; 1,150,337 |
Support internal telecommunications
Develop systems required by operating businesses
Operations BIT L' 2 'to meet changes in technical, operating and 1,411,435 -
reaulatorv reauirements
Operations BIT L 3 Support Asset Management activities and projects 352,859 -
Operations BIT L | 4 |Support Finance activities and projects 319,062 -
Operations BIT L s Pr_ow_de qperatu_)n_a! support for Transmission and 0 |
Distribution activities
Operations BIT L | 6 |Manage IT capital projects and IT strategy 1,764,294 -
Operations BIT L | 7 |Support Inergi operations 633,115 -
Operations BIT L | 8 |Other departmental activities 296,847 -
Operations BIT N 1 General Departmental Expenses 131,117 -
Operations Security Operations L 1 Provide Security Services for Company Assets :g:;grsﬁzigty services required to 0.5% 2,037,888 10,189
Operations Security Operations L 2 Theft 9f P_ower Program (DeFe_ctlon and 0 -
Investigation of stolen electricity)
Operations Security Operations N| 1 |Provide Security Services for Company Assets 165,585 -
Operations SvP Pl_annmg & L 1 Time Study Results 377,575 -
Operating
Operations SVP P!annmg & N| 1 Time Study Results 4,431,276 -
Operating
Operations Distribution Development 'L 1 Time Study Results 196,455 -
Operations Distribution Development N 1 Time Study Results 16,370 -
Operations  11ansmission Projects 1 | |00 sy Results 12,356,960 -
Development
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L [Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
1 | ex

Operations  17ansmission Projects 11 |6 srudy Results 3,364,350 -

Development
Operations Asset Strategy L 1 Time Study Results 4,851,943 -
Operations Asset Strategy N| 1 Time Study Results 783,014 -
Operations Network Operations L 1 Time Study Results 30,966,196 -
Operations Network Operations N| 1 Time Study Results 727,364 -
Operations | 11ansmission Asset L 1 Time Study Results 10,509,216 -

Management
Operations Transmission Asset N| 1 Time Study Results 586,420 -

Management
Operations Labour Relations L1 AdV|ce1 guidance and training to LOBs under the 304,921 :

Collective Aareements

Operations Labour Relations L 2 Negotiate with Bargaining Units 76,230 -
Operations Labour Relations L 3 Participate in grievance and arbitration filings 228,691 -
Operations Labour Relations L 4 Participate in OLRB hearings 114,345 -
Operations Labour Relations L 5 Manage WFA Department 38,115 -
Operations Labour Relations N/ 1 |Advice, guidance and arbitrations 59,014 -
Operations Labour Relations N| 2 |Bargaining & Labour Relations Board 31,777 -
Operations EVP Office - Operations 'L 1 Management of Operations group 680,831 -
Operations EVP Office - Operations 'L 2 Attendence at HOI Board meetings 25,053 -
Operations EVP Office - Operations 'L 3 Management of Remotes entity 0 -
Operations EVP Office - Operations 'N 1 Management of Operations group 235,310 -
Operations EVP Office - Operations 'N 2 Attendence at HOI Board meetings 0 -
Operations EVP Office - Operations 'N 3 Management of Remotes entity 0 -

Corporate Responsible for reacting to any media
Corporate Communications and Provide stakeholder consultation advice and inquiries. Non-traditional nature of the o

i . 1 : ; 5.0% 141,936| 7,097

Relations External Relations and support partnership make mdeia contact more

Executive Office likelv

Corporate
Corporate Communications and Ll 2 Provide strategic communications advice to 0 i
Relations External Relations and support various corporate initiatives

Executive Office
Corporate Corporatg i d Provide Media Relations advice and support for
ReI:tions Commulnlc:allthns an q L 3 infrastructure investment, corporate sponsorships, 127,563 -

EXtemé Re at.lons an financial results, power restoration, etc.

Executive Office

Corporate
Corporate Communications and Ll a Develop and implement strategic employee 382 690 i
Relations External Relations and communications plan !

Executive Office

Corporate
Corpt_)rate Communlcathns and L 5 Provide other internal communications support 765,380 -
Relations External Relations and

Executive Office
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Review of Allocation of Common Corporate Costs to B2M Limited Partnership
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Page 7 of 10

L|Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
I | ex
Corporate
Corp(_)rate Commumcano_ns and L 6 Other Department Activities 74,609 -
Relations External Relations and
Executive Office
Corporate
Corporate Communications and Provide stakeholder consultation advice and
- 8 N 1 200,222 -
Relations External Relations and support
Executive Office
Corporate
Corporate Communications and N 2 Provide strategic communications advice to 0 i
Relations External Relations and support various corporate initiatives
Executive Office
Corporate
Corp(_)rate Commumcano_ns and N 3 Media Relations Perodic media e_xpenses for promotion 0.6% 179,048 1,002
Relations External Relations and (newspaper, radio)
Executive Office
Corporate
Corporate Communications and Develop and implement strategic employee
- 8 N 4 s 299,913 -
Relations External Relations and communications plan
Executive Office
Corporate
Corporate Communications and Provide Government Relations Advice and
- 8 N 5 179,948 -
Relations External Relations and Support
Executive Office
Corporate
Corp(_)rate Commumcano_ns and N| 6 Other Department Activities 35,082 -
Relations External Relations and
Executive Office
Corp(_)rate First Nations L 1 Provide aboriginal consultation advice and support Will require advice and guidance from 2.0% 475,131 9,503
Relations FNM dept
Corpgrate First Nations L 2 Provide advice re aborignal HR strategies 154,417 -
Relations
Corp(_)rate First Nations L 3 Provide strategic advice to Remotes 0 -
Relations
corporate ey Nations L' 4 OTHER DEPARTMENT ACTIVITIES 534,522 -
Relations
Corporate ;. Nations L 10 OTHER DEPARTMENT ACTIVITIES 0 -
Relations
Corpgrate First Nations N| 1 General Departmental Expenses Will require advice and guidance from 1.0% 697,205 6,972
Relations FNM dept
corporate ;. Nations N 10 OTHER DEPARTMENT ACTIVITIES 0 -
Relations
Corporate . ]
X Executive Office L 1 General 0 -
Relations
Corpgrate Executive Office N| 1 General Departmental Expenses 0 -
Relations
People & - . !
Culture People and Culture L 1 Administer Compensation & Benefits Programs 309,870 -
People & People and Culture L 2 Decision Support 265,712 -
Culture
Talent Management: Hiring, Succession,
People & People and Culture L 3 Management D_evelopme_nt Programs, Executive 442,726 |
Culture Coaching & High Potential Employee
Assessments
People & Recruitment Solutions and Diversity: Diversity
Culture People and Culture L' 4 Programs, Grad Program, Student/Co-op Program, 708,057 i
LOB Resourcina
Ei?&lfe& People and Culture L 5 Administer Pension Plan 398,567 -
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L [Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
I | ex
People & L .
Culture People and Culture L 6 SAP Master Data Administration 88,697
People & People and Culture L7 Consyltmg support to LOBs and corporate 1,239,099
Culture functions
People & People and Culture L | 8 |VP Human Resources 354,028
Culture
Eelm'fe& People and Culture L 10 OTHER DEPARTMENT ACTIVITIES 0
People & People and Culture N| 1 Consulting 53,369
Culture
People & People and Culture N| 2 |Talent Management 1,157,501
Culture
People & . . .
Culture People and Culture N| 3 |Recruitment Solutions & Diversity 210,668
People & People and Culture N| 4 Pension Administration 41,899
Culture
People & People and Culture N| 5 Compensation & Benefits 41,899
Culture
People & People and Culture N| 6 |Decision Support 41,899
Culture
People & I
Culture People and Culture N| 7 'HR Master Data Management/Administration 41,899
People & People and Culture N/ 8 VP Human Resources 751,615
Culture
Efm'ree& People and Culture N 10 OTHER DEPARTMENT ACTIVITIES 0
Custgmer Customer Care Services L 1 Time Study Results 350,290
Service
Custgmer Customer Care Services N | 1 |Time Study Results 59,284
Service
Custgmer Strategy and Conservation L 1 |Time Study Results 47,120
Service
Custgmer Strategy and Conservation N | 1 |Time Study Results 17,920
Service
Custgmer SVP Customer Ops L 1 Time Study Results 198,189
Service
CUstomer o/ ¢ stomer Ops N| 1 Time Study Results 57,188
Service
Custgmer Distributed Generation L 1 Time Study Results 105,963
Service
Custgmer Distributed Generation N| 1 Time Study Results 6,965
Service
Customer | Customer Business L| 1 Time Study Results 3,197,350
Service Relations
Customer | Customer Business N 1 Time Study Results 519,640
Service Relations
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L|Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
1 | ex

Customer 1 oy Settlements L 1 Time Study Results 444,177 -
Service
Custgmer TxDx Settlements N| 1 Time Study Results 47,627 -
Service
Customer Account Management | ' 1 Time Study Results 186,896 -
Service Director
Customer - Account Management 1 Time Study Results 7,808 -
Service Director
Custgmer Advanced Distribution L 1 Time Study Results 0 -
Service
Custgmer Advanced Distribution N| 1 Time Study Results 0 -
Service
Customer 1\ /21ue Growth L' 1 Value Growth HONI 0 -
Service
Customer '\ /21ue Growth L 2 Value Growth HOI 0 -
Service
Custgmer Value Growth N/ 1 Value Growth HONI 0 -
Service
Custgmer Value Growth N| 2 Value Growth HOI 0 -
Service
Custgmer Pricing L 1 Time Study Results 611,621 -
Service
Custgmer Pricing N| 1 Time Study Results 41,273 -
Service
Custgmer VP Customer Service L 1 Time Study Results 0 -
Service
Custgmer VP Customer Service N| 1 Time Study Results 0 -
Service
General
Counsel and GeneraI.CounseI and L 1 Overall Assignment of Time 3,096,561 E

. Secretariat
Secretariat
General General Counsel and Occasional legal or consultant required
Counsel and h N| 1 Consultants and External Legal Counsel Y . d 3.0% 1,129,609 33,888

. Secretariat related to non-traditional structure
Secretariat
General
Counsel and GeneraI_CounseI and N| 2 General departmental expenses 1,129,609 -

. Secretariat
Secretariat
Audit Audit L 1 Audits 1,296,423 -
Audit Audit L | 2 |Purchasing 120,597 -
Audit Audit L 3 IMIT 402,955 -
Audit Audit L | 4 |Human Resources 66,388 -
Audit Audit L 5 Finance 157,329 -
Audit Audit L | 6 |Customers 21,603 -
Audit Audit L | 7 |Corporate Scorecard 200,065 -
Audit Audit L | 8 |Regulatory 26,316 -
Audit Audit N 1 General Departmental Expenses 81,258 -
Inergi CSO_-CustomerSupport 1 |Inbound calls / correspondence 0 -

Services
Inergi €SO - Customer Support | 5 gyt proguction 0 -
Services
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L [Lin
) . /e o % |Transmission-| $%$ to
Group Function or Services Nl ind Activities Performed B2M Year 1 B2M
1 | ex
Inerai CSO - Customer Support | Data Services- Timesheets for field personnel, Tx 0 }
9 Services operations

) CSO - Customer Support CSO Sup.port.— Management; Tra.lnm_g,

Inergi Services I 4 'Communications, Support; Application support 0 -
Business Analvsts

Inergi Settlement | 1 Settlement activities 471,600 -
Inergi Finance I 1 General Accounting (F&A 1) rpeeq’l'fi’feznd journals and other activities 2.0% 347,660 6,953
Inergi Finance I 2 Non Energy AR (F&A 2) 489,147 -
Inergi Finance | 3 Fixed Assets (F&A 3) Some monitoring of Fixed asset ledger 1.0% 469,863 4,699
Inergi Finance | 4 Planing and Analysis (F&A 4) 2,100,393 -
Inergi Finance | 5 Centre of Excellence (F&A 5) 641,466 -
Inergi AP | 1 Managing AP 883,987 -
Inergi SMS 1 10 0 -
Inergi HR - Pay Services I 1 Payroll Operations 1,648,409 -
Inergi HR - Pay Services | 2 COE-MDM 228,831 -
Inergi HR - Pay Services I 3 COE - Reconciliations 76,104 -
Inergi HR - Pay Services I 4 Print Impressions 43,488 -
Inergi HR - Pay Services I 5 COLA 98,304 -
Inergi ETS - CSO Apps I 1 Support CSO Applications 0 -
Inergi ETS - Finance Apps I 2 Support Finance Applications 4,362,480 -
Inergi ETS - HR Apps I 3 'Support HR Applications 2,526,713 -
Inergi ETS - Passport Apps I 4 Support Passport Applications / Cornerstone 4,359,589 -
Inergi ETS - Mkt Ready Apps I 5 Support Market Ready Applications 1,027,462 -
Inergi ETS - Telecom I 6 Support Telecommunications Infrastructure 158,988 -

. ETS - Infra-structure Svc. . .
Inergi / Misc. Apps I | 7 Direct Assignments 0 -

. ETS - Infra-structure Svc.
Inergi / Misc. Apps I 8 General Infrastructure Support 12,135,201 -
Inergi ETS - Smart Meter 1| 9 Smart Meter 0 -
;s:sicf:; Oper / Carrier Mgmt T 1 Operations and Carrier Management 3,827,593 -
TeIe(I:om Data Services T 2 Data Network Services —Admin 3,081,172 -
Services
Tele.com Voice Services T 3 Voice Services 1,605,894 -
Services
TeIe(_:om Field Services T 4 Field Services 1,231,185 -
Services
Tele<.:0m Smart Meter T 5 Smart Meter 0 -
Services
TOTAL 192,641,313 224,459
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EXTERNAL EXPERT EVIDENCE STATEMENT - BLACK & VEATCH -
REVIEW OF SHARED ASSET ALLOCAION

This Statement is provided in compliance with Ontario Energy Board (“Board”) Rule 13A,
regarding the report ‘Review of Shared Assets Allocation (Transmission) — 2014” (“Report”)
dated March 17, 2014, prepared by Black & Veatch Corporation (“Black & Veatch”).

Consultant:

Black & Veatch Corporation
11401 Lamar Avenue
Overland Park, KS 66211

Black & Veatch, through its Management Consulting Division, provides strategic, economic and
management consulting, specializing in energy matters, in areas such as economic analysis,
strategy development, operational assessment, industry restructuring support, litigation and

regulatory support and technical analysis.

Quialifications:

The lead expert on this project was:

Howard Gorman

Howard Gorman has 25 years of diversified experience in the energy industry and over 30
years of experience covering all areas of finance. He specializes in rate and regulatory
matters, including electric and gas revenue of requirements, allocated cost of service and rate
design; accounting and costing; energy project financing and analysis; energy asset

valuations, acquisitions and divestitures; mergers and related management and organizational



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Filed: 2015-03-30
EB-2015-0026
Exhibit C1-3-1
Attachment 2
Page 2 of 4

matters; economic and financial planning. Mr. Gorman has extensive experience in rate and
regulatory matters for electric and gas utilities, including: Developing revenue requirements;
Identifying customer class cross-subsidizations; Revenue allocation and rate design; Inter-
affiliate cost allocation; and Budgeting and costing. He has testified before the
Massachusetts Department of Public Utilities, New Jersey Board of Public Utilities, New
York State Public Service Commission, Ontario Energy Board, Pennsylvania Public Utility
Commission and Rhode Island Public Utilities Commission. Mr. Gorman received a B.S.
degree in Accounting from New York University (1976) and an M.B.A. from Harvard
Business School (1981). He is a New York State licensed Certified Public Accountant.

Instructions Provided:

The instructions provided to Black & Veatch in preparing the Report were:

e Recommend a best practice methodology to distribute Hydro One Inc.’s Common Corporate
assets among the business units that use them. This recommendation could include the
continuation of the existing methodology, the continuation of the existing methodology with
modifications or the proposal of a new methodology.

e Prepare a Report of the recommended Common Corporate Assets Methodology to be used in
future rate applications. This report will include a conclusion, definitions, a summary of
every factor used in the methodology and the proposed methodology.

e Propose and analyze all drivers used for allocation.

e Prepare responses to Interrogatories from Interveners during a rate application relating to the
proposed Asset Allocation methodology.

e Be available to testify to the proposed methodology during a future rate application.

e Prepare final Common Corporate Assets allocation report, reflecting the current Business
Plan and including both the Transmission and Distribution businesses, to be used in Cost of

Service applications.
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e In support of the successful Proponent’s work, Hydro One’s management will respond to all

requests for basic information and/or supporting documentation.

Basis of Evidence:

The basis for the evidence is set forth in the Section IB of the Report, Types of Shared Assets,
and Section IC of the Report, Summary of Approach and Section Il of the Report, Descriptions of

Asset Groups.

Context of Evidence:

This evidence is not provided in response to another expert’s evidence. In 2004, B&V (formerly
RJ Rudden and Associates) was engaged by Hydro One to recommend a best practice
methodology to distribute the costs of Shared Assets, between its Transmission and Distribution
businesses and other businesses. B&V recommended a methodology which was adopted by
Hydro One and accepted by the Board in its EB-2006-0501 Decision with Reasons, dated August
16, 2007. The accepted methodology has been reviewed and updated by B&V and accepted by
the Board as part of subsequent Transmission and Distribution rate filings EB-2007-0681, EB-
2008-0272, EB-2009-0096, EB-2010-0002 and EB-2012-0031. To remain consistent with the
Board’s approved methodology, a similar review and update process has been done as part of

this filing.
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Confirmation:

The expert has been made aware of and agrees to accept the responsibilities that are or may be

imposed on the expert as set out in Rule 13A.

Signature:

fomerios

Black & Veatch Corporation

By Russell A. Feingold, Vice President, Management Consulting Division

Date:
April 24, 2014
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DEPRECIATION AND AMORTIZATION EXPENSES

1.0 INTRODUCTION

The purpose of this evidence is to summarize the method and amount of B2M LP’s

depreciation and amortization expense for the 2015 to 2019 test years.

The depreciation and amortization expense for Hydro One’s submission for 2007 and
2008 Electricity Transmission revenue requirements (EB-2006-0501) was supported by
an independent study conducted by Foster Associates Inc. (Foster), completed in June,
2006. Hydro One has submitted a number of updates to the Foster study in subsequent
rate applications. The latest study update was carried out by Foster in August 2013 for
the EB-2014-0140 proceeding. The Board accepted the costs flowing from the
Depreciation Study for that case. Foster completed a new Depreciation Study for B2M
LP on September 27, 2013. This study is provided in this exhibit as Attachment 1.

The depreciation and amortization expense for 2015 to 2019 is $6.8 million each year.
The calculation of these amounts is shown in Exhibit C2, Tab 2, Schedule 1.
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DEPRECIATION AND AMORTIZATION EXPENSES

Attachment 1: Bruce to Milton Line Depreciation Rates —Foster Associates

Attachment 2: The external expert evidence statement is as presented in Exhibit C1, Tab
7, Schedule 1, Attachment 1 pages 42 to 58 of Hydro One Network’s
Transmission Application (EB-2014-0140). A copy is included here for

convenience.
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17595 S. Tamiami Trail, AyitgaeRiment 1
mm foster Fort Myers, Floriga 33008 = -
assoclates T 239.267.1600 | M 239.086°5091
Ronald E. White, Ph.D.
Chairman

September 27, 2013

Mr. Colin R. Fraser, CPA, CA

Manager, Financial Reporting and Accounting Policy
HYDRO ONE NETWORKS, INC.

483 Bay Street, 13th floor, North Tower

Toronto, Ontario M5G 2P5

RE: Bruce-to—Milton Line

Dear Mr. Fraser:

As you requested, attached are recommended depreciation rates for the newly constructed
Bruce-to—Milton Line. Based on our analysis, Foster Associates is recommending primary ac-
count accrual rates that composite to 1.34 percent. Depreciation expense is currently accrued us-
ing primary account accrual rates that composite to 1.26 percent.

The results of our study are contained in the attached statements briefly described below.

= Statement A provides a comparative summary of current and proposed
annual depreciation rates using the vintage group procedure, remain-
ing-life technique.

= Statement B provides a comparison of current and proposed annualized
2013 depreciation accruals derived from the depreciation rates con-
tained in Statement A.

= Statement C provides a comparison of recorded, computed and redis-
tributed reserves for each rate category at December 31, 2012.

= Statement D provides a comparative summary of current and proposed
parameters and statistics including projection life, projection curve, av-
erage service life, and average remaining life.

= Statement E displays the computation of proposed USoA projection
lives derived from recommended IFRS profile lives.

Category lives used in the computation of proposed depreciation rates were estimated by an in-
ternal project team assigned to review and update parameters previously estimated in a 2011 re-
view of depreciation rates for Hydro One Networks, Inc., transmission operations (BU 210).
Members of the review team included engineers, accountants and other subject matter experts
familiar with the assets under review. Meetings of the project team were facilitated by Foster As-
sociates.

Recommended group depreciations rates were formulated with recognition of retirement disper-
sion. lowa survivor curves considered descriptive of the forces of retirement acting upon each
USOA category were selected by Foster Associates based on experience and an understanding of
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September 27, 2013

the parametric form of the associated probability density functions. Proposed projection lives
derived from harmonic weighting of the category lives recommended by the project team are
summarized in attached Statement E.

We wish to express our appreciation for the opportunity to again be of service to Hydro One
Networks, Inc. and for the assistance provided to us. We would be pleased to discuss our rec-
ommendations with you or others at your convenience.

Respectfully submitted,
FOSTER ASSOCIATES, INC.

REW:ml



HYDRO ONE NETWORKS INC. (Bruce-to-Milton Line)
Comparison of Current and Proposed Accrual Rates

Current: VG Procedure / RL Technique

Proposed: VG Procedure / RL Technique

Statement A

Current Proposed
Rem. Net Accrual Rem. Net Reserve  Accrual
Account Description Life Salvage Rate Life Salvage Ratio Rate
A B c D E F G H

TRANSMISSION PLANT
1706 Land Rights 75.60 0.95% 99.22 0.88% 1.00%
1708 Buildings and Fixtures 29.81 1.80% 2250 61.80% 1.70%
1720 Towers and Fixtures 57.56 1.26% 74.08 1.38% 1.33%
1730 Overhead Conductors and Devices 44.92 143% 63.85 1.99% 1.54%
1745 Roads and Trails 35.85 1.62% 48.71 2.96% 1.99%
Total Bruce-to-Milton Line 1.26% 73.63 1.48% 1.34%

PAGE 1




HYDRO ONE NETWORKS INC. (Bruce-to-Milton Line) : Statement B
Comparison of Current and Proposed Accruals

Current: VG Procedure / RL Technique

Proposed: VG Procedure / RL Technique

12131112
Plant 2013 Annualized Accrual
Account Description Investment Current Proposed Difference
A B c D E=D-C

TRANSMISSION PLANT
1706 Land Rights $ 97,468,240 § 925948 % 974682 § 48,734
1708 Buildings and Fixtures 11,533 208 186 (12)
1720 Towers and Fixtures 274,599,541 3,459,954 3,652,174 192,220
1730 Overhead Conductors and Devices 139,580,139 1,995,996 2,149,534 153,638
1745 Roads and Trails 11,198,883 181,422 222,858 41,436

Total Bruce-to-Milton Line $ 522,858,336 $ 6,563,528 $ 6999444 $ 435,916
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HYDRO ONE NETWORKS INC. (Bruce-to-Milton Line)

Statement E

Asset Category Summary
December 31, 2012
Harmonic Weighting
Current P-Life Proposed P-Life Plant
Description USoA Category USoA Category USoA Category
A B c D E F G
TRANSMISSION PLANT
1706 Land Rights
1212 Easmnts & Rights, Purch& Acqui 100 100 $ 97,468,240
Total USoA 1706 100 86 100 100 S6 100 97,468,240 § 97,468,240
1708 Buildings and Fixtures
1270 Tx - Serv Structures 50 50 $ 11,533
Total USoA 1708 50 S6 50 5086 50 11,633 § 11,633
1720 Towers and Fixtures
1230 Steel Twr, Sup & Ftng 90 90 $ 274,595,261
1240 Poles Inct Xarm, Guy, Anchr 50 50 4,280
Total USoA 1720 75 82 90 7582 90 274,599,541 § 274,599,541
1730 Overhead Conductors and Devices
1220 Insulators 60 60 $ 55,041,455
1232 Grounding System 50 50 5,896,518
1250 Overhd Conductor All 75 70 a) 78,642,166
Total USoA 1730 65 S3 67 6583 65 139,580,138 $ 139,580,139
1745 Roads and Trails
1215 Clrng & Overbldng 70 70 $ 11,198,883
Total USoA 1745 55 82 70 5082 70 11,198,883 $ 11,198,883
TOTAL Bruce to Milton 522,858,336 $ 522,858,337

a) Based on engineering studies.
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EXPERT RULE 13A

TITLE OF REPORT

2013 Depreciation Rate Review
—Transmission Operations
—Common Operations

CONSULTANT

Ronald E. White, Ph.D.

Foster Associates, Inc.

17595 S. Tamiami Trail, Suite 260
Fort Myers, FL 33908

QUALIFICATIONS
See attached Professional Qualifications.

INSTRUCTIONS PROVIDED

Foster Associates was instructed to conduct a 2013 Depreciation Rate Review and
provide recommended depreciation rates for USoA categories derived from ser-
vice life statistics estimated for category classifications adopted by Hydro One
Networks for engineering operations and planning purposes.

BAsis OF EVIDENCE
Specific information and factual assumptions upon which the 2013 Depreciation
Rate Review is based are contained within the titled report.

CONFIRMATION
Dr. White has been made aware of and agrees to accept the responsibilities that
are or may be imposed as set forth in Rule 13A.

Ronald E. White, Ph.D.
January 22, 2014
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PROFESSIONAL QUALIFICATIONS

NAME AND ADDRESS

Ronald E. White, Ph.D.

Foster Associates, Inc.

17595 S. Tamiami Trail, Suite 212
Fort Myers, FL 33908

EDUCATION
1961 - 1964  Valparaiso University

Major: Electrical Engineering
1965 lowa State University
B.S., Engineering Operations
1968 Iowa State University
M.S., Engineering Valuation

Thesis: The Multivariate Normal Distribution and the Simulated Plant Record
Method of Life Analysis

1977 TIowa State University
Ph.D., Engineering Valuation
Minor: Economics

Dissertation: A Comparative Analysis of Various Estimates of the Hazard Rate
Associated With the Service Life of Industrial Property

EMPLOYMENT
2007 - Present Foster Associates, Inc.
Chairman

1996 - 2007 Foster Associates, Inc.
Executive Vice President

1988 - 1996 Foster Associates, Inc.
Senior Vice President

1979 - 1988  Foster Associates, Inc.
Vice President

1978 -1979  Northern States Power Company
Assistant Treasurer

1974 - 1978 Northern States Power Company
Manager, Corporate Economics
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1972 - 1974  Northern States Power Company
Corporate Economist

1970 - 1972 Iowa State University
Graduate Student and Instructor

1968 - 1970  Northern States Power Company
Valuation Engineer

1965 - 1968 lowa State University
Graduate Student and Teaching Assistant

PUBLICATIONS
A New Set of Generalized Survivor Tables, Journal of the Society of Depreciation
Professionals, October, 1992.

The Theory and Practice of Depreciation Accounting Under Public Utility Regu-
lation, Journal of the Society of Depreciation Professionals, December, 1989.

Standards for Depreciation Accounting Under Regulated Competition, paper pre-
sented at The Institute for Study of Regulation, Rate Symposium, February, 1985.

The Economics of Price-Level Depreciation, paper presented at the Iowa State
University Regulatory Conference, May, 1981.

Depreciation and the Discount Rate for Capital Investment Decisions, paper pre-
sented at the National Communications Forum - National Electronics Conference,
October 1979.

A Computerized Method for Generating a Life Table From the 'h-System' of Sur-
vival Functions, paper presented at the American Gas Association - Edison Elec-
tric Institute Depreciation Accounting Committee Meeting, December, 1975.

The Problem With AFDC is ..., paper presented at the Iowa State University Con-
ference on Public Utility Valuation and the Rate Making Process, May, 1973.

The Simulated Plant-Record Method of Life Analysis, paper presented at the Mis-
souri Public Service Commission Regulatory Information Systems Conference,
May, 1971.

Simulated Plant-Record Survivor Analysis Program (User's Manual), special re-
port published by Engineering Research Institute, Iowa State University, Febru-
ary, 1971.

A Test Procedure for the Simulated Plant-Record Method of Life Analysis, Journal
of the American Statistical Association, September, 1970.

Modeling the Behavior of Property Records, paper presented at the Iowa State
University Conference on Public Utility Valuation and the Rate Making Process,
May, 1970.
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A Technique for Simulating the Retirement Experience of Limited-Life Industrial
Property, paper presented at the National Conference of Electric and Gas Utility
Accountants, May, 1969.

How Dependable are Simulated Plant-Record Estimates?, paper presented at the
Iowa State University Conference on Public Utility Valuation and the Rate Mak-
ing Process, April, 1968.

TESTIFYING WITNESS

Alabama Public Service Commission, Docket No. 18488, General Telephone
Company of the Southeast; testimony concerning engineering economy study
techniques.

Alabama Public Service Commission, Docket No. 20208, Genéral Telephone
Company of the South; testimony concerning the equal-life group procedure and
remaining-life technique.

Alberta Energy and Utilities Board, Application No. 1250392, Aquila Networks
Canada; rebuttal testimony supporting proposed depreciation rates.

Alberta Energy and Utilities Board, Case No. RE95081, Edmonton Power Inc.;
rebuttal evidence concerning appropriate depreciation rates.

Alberta Energy and Utilities Board, 1999/2000 General Tariff Application, Ed-
monton Power Inc.; direct and rebuttal evidence concerning appropriate deprecia-
tion rates.

Arizona Corporation Commission, Docket No. T-01051B-97-0689, U S West
Communications, Inc.; testimony concerning appropriate depreciation rates.

Arizona Corporation Commission, Docket No. G-1032A-02-0598, Citizens
Communications Company; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. E-01345A-08-0172, Arizona
Public Service Company; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. E-0135A—-03-0437, Arizona Pub-
lic Service Company; rebuttal testimony supporting net salvage rates.

Arizona Corporation Commission, Docket No. E-01345A-05-0816, Arizona
Public Service Company; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. E-01345A-11-0224, Arizona
Public Service Company; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. G—04204A-06-0463, UNS Gas,
Inc.; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. E-04204A—06-0783, UNS Elec-
tric, Inc.; testimony supporting proposed depreciation rates.
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Arizona Corporation Commission, Docket No. E-04204A—09-0206, UNS Elec-
tric, Inc.; testimony supporting proposed depreciation rates.

Arizona State Board of Equalization, Docket No. 6302-07-2, Arizona Public Ser-
vice Company; testimony concerning valuation and assessment of contributions in
aid of construction.

California Public Utilities Commission, Case Nos. A.92-06-040, 92-06-042, GTE
California Incorporated; rebuttal testimony supporting depreciation study tech-
niques.

California Public Utilities Commission. Docket No. GRC A.05-12-002, Pacific
Gas and Electric Company; testimony regarding estimation of net salvage rates.

California Public Utilities Commission. Docket No. GRC A.06-12—-009/A.06—
12-010, San Diego Gas & Electric Company and Southern California Gas Com-
pany; testimony regarding estimation of net salvage rates.

Public Utilities Commission of the State of Colorado, Application No. 36883-
Reopened. U S WEST Communications; testimony concerning equal-life group
procedure.

State of Connecticut Department of Public Utility Control, Docket No. 10-12-02, .
Yankee Gas Services Company; testimony supporting recommended depreciation
rates.

State of Connecticut Department of Public Utility Control, Docket No. 09-12-05,
The Connecticut Light and Power Company; testimony supporting recommended
depreciation rates.

State of Connecticut Department of Public Utility Control, Docket No. 06—
12PHO1, Yankee Gas Services Company; testimony supporting recommended
depreciation rates.

State of Connecticut Department of Public Utility Control, Docket No. 05-03-17,
The Southern Connecticut Gas Company; testimony supporting recommended
depreciation rates.

Delaware Public Service Commission, Docket No. 81-8, Diamond State Tele-
phone Company; testimony concerning the amortization of inside wiring.

Delaware Public Service Commission, Docket No. 82-32, Diamond State Tele-
phone Company; testimony concerning the equal-life group procedure and re-
maining-life technique.

Public Service Commission of the District of Columbia, Formal Case No. 842,
District of Columbia Natural Gas; testimony concerning depreciation rates.
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Public Service Commission of the District of Columbia, Formal Case No. 1016,
Washington Gas Light Company - District of Columbia; testimony supporting
proposed depreciation rates.

Public Service Commission of the District of Columbia, Formal Case No. 1054,
Washington Gas Light Company - District of Columbia; testimony supporting
proposed depreciation rates.

Public Service Commission of the District of Columbia, Formal Case No. 1093,
Washington Gas Light Company - District of Columbia; testimony supporting
proposed depreciation rates.

Federal Communications Commission, Prescription of Revised Depreciation
Rates for AT&T Communications; statement concerning depreciation, regulation
and competition.

Federal Communications Commission, Petition for Modification of FCC Depreci-
ation Prescription Practices for AT&T; statement concerning alignment of depre-
ciation expense used for financial reporting and regulatory purposes.

Federal Communications Commission, Docket No. 99-117, Bell Atlantic; affida-
vit concerning revenue requirement and capital recovery implications of omitted
plant retirements. '

Federal Energy Regulatory Commission, Docket No. ER10-2110-000, ITC Mid-
west; testimony supporting proposed depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER10-185-000, Michigan
Electric Transmission Company; testimony supporting depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER09-1530-000, ITC
Transmission; testimony supporting proposed depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER95-267-000, New Eng-
land Power Company; testimony supporting proposed depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER11-3638-000, Arizona
Public Service Company; testimony supporting proposed depreciation rates

Federal Energy Regulatory Commission, Docket No. RP89-248, Mississippi Riv-
er Transmission Corporation; rebuttal testimony concerning appropriateness of
net salvage component in depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER91-565, New England
Power Company; testimony supporting proposed depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER78-291, Northern States
Power Company; testimony concerning rate of return and general financial re-
quirements.
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Federal Energy Regulatory Commission, Docket Nos. RP80-97 and RP81-54,
Tennessee Gas Pipeline Company; testimony concerning offshore plant deprecia-
tion rates.

Federal Power Commission, Docket No. E-8252, Northern States Power Compa-
ny; testimony concerning general financial requirements and measurements of fi-
nancial performance.

Federal Power Commission, Docket No. E-9148, Northern States Power Compa-
ny; testimony concerning general financial requirements and measurements of fi-
nancial performance.

Federal Power Commission, Docket No. ER76-818, Northern States Power Com-
pany; testimony concerning rate of return and general financial requirements.

Federal Power Commission, Docket No. RP74-80, Northern Natural Gas Compa-
ny; testimony concerning depreciation expense.

Public Utilities Commission of the State of Hawaii, Docket No. 00-0309, The Gas
Company; testimony supporting proposed depreciation rates.

Public Utilities Commission of the State of Hawaii, Docket No. 94-0298, GTE
Hawaiian Telephone Company Incorporated; testimony concerning the need for
shortened service lives and disclosure of asset impairment losses.

Idaho Public Utilities Commission, Case No. U-1002-59, General Telephone
Company of the Northwest, Inc.; testimony concerning the remaining-life tech-
nique and the equal-life group procedure.

Illinois Commerce Commission, Case No. 04—0476, Illinois Power Company; tes-
timony supporting proposed depreciation rates.

Illinois Commerce Commission, Docket No. 94-0481, Citizens Utilities Company
of Illinois; rebuttal testimony concerning applications of the Simulated Plant-
Record method of life analysis.

Iowa State Commerce Commission, Docket No. RPU 82-47, North Central Public
Service Company; testimony on depreciation rates.

Iowa State Commerce Commission, Docket No. RPU 84-34, General Telephone
Company of the Midwest; testimony concerning the remaining-life technique and
the equal-life group procedure.

Iowa State Utilities Board, Docket No. DPU-86-2, Northwestern Bell Telephone
Company; testimony concerning capital recovery in competition.

Towa State Utilities Board, Docket No. RPU-84-7, Northwestern Bell Telephone
Company; testimony concerning the deduction of a reserve deficiency from the
rate base.
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Towa State Utilities Board, Docket No. DPU-88-6, U S WEST Communications;
testimony concerning depreciation subject to refund.

Iowa State Utilities Board, Docket No. RPU-90-9, Central Telephone Company
of Towa; testimony concerning depreciation rates.

Iowa State Utilities Board, Docket No. RPU-93-9, U S WEST Communications;
testimony concerning principles of depreciation accounting and abandonment of
FASB 71.

Towa State Utilities Board, Docket No. DPU-96-1, U S WEST Communications;

testimony concerning principles of depreciation accounting and abandonment of
FASB 71.

Towa State Utilities Board, Docket No. RPU-05-2, Aquila Networks; testimony
supporting recommended depreciation rates.

Kansas Corporation Commission, Docket No. 12-KGSG-835-RTS, Kansas Ga
Service, a Division of ONEOK, Inc.; testimony supporting proposed depreciation
rates.

Kansas Corporation Commission, Docket No. 12-WSEE-112-RTS, Kansas
Westar Energy, Inc.; testimony supporting proposed depreciation rates.

Kansas Corporation Commission, Docket No. 10-KCPE—415-RTS; Kansas City
Power and Light; cross—answering testimony addressing the recording and treat-
ment of third—party reimbursements in estimating net salvage rates.

Kansas Corporation Commission, Docket No. 04-AQLE-1065-RTS, Aquila
Networks — WPE (Kansas); testimony supporting proposed depreciation rates.

Kansas Corporation Commission, Docket No. 03—-KGSG-602—-RTS, Kansas Gas
Service, a Division of ONEOK, Inc.; rebuttal testimony supporting net salvage
rates.

Kansas Corporation Commission, Docket No. 06-KGSG—-1209-RTS, Kansas Gas
Service, a Division of ONEOK, Inc.; testimony supporting proposed depreciation
rates.

Kentucky Public Service Commission, Case No. 97-224, Jackson Purchase Flec-
tric Cooperative Corporation; rebuttal testimony supporting proposed depreciation
rates.

Maryland Public Service Commission, Case No. 8485, Baltimore Gas and Elec-
tric Company; testimony supporting proposed depreciation rates.

Maryland Public Service Commission, Case No. 9096, Baltimore Gas and Elec-
tric Company; testimony supporting proposed depreciation rates.
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Maryland Public Service Cofnmission, Case No. 7689, Washington Gas Light
Company; testimony concerning life analysis and net salvage.

Maryland Public Service Commission, Case No. 8960, Washington Gas Light
Company; testimony supporting proposed depreciation rates.

Maryland Public Service Commission, Case No. 9103, Washington Gas Light
Company; rebuttal testimony supporting proposed depreciation rates.

Commonwealth of Massachusetts Department of Public Utilities, D.P.U. 10-70,
Western Massachusetts Electric Company; testimony supporting proposed depre-
ciation rates.

Commonwealth of Massachusetts Department of Telecommunications and Ener-
gy, D.T.E. 06-55, Western Massachusetts Electric Company; testimony support-
ing proposed depreciation rates.

Massachusetts Department of Public Utilities, Case No. D.P.U. 91-52, Massachu-
setts Electric Company; testimony supporting proposed depreciation rates which
include a net salvage component.

Michigan Public Service Commission, Case No. U-16991, The Detroit Edison
Company; testimony supporting proposed depreciation rates.

Michigan Public Service Commission, Case No. U-16117, The Detroit Edison
Company; testimony supporting proposed depreciation rates.

Michigan Public Service Commission, Case No. U-15699, Michigan Consolidat-
ed Gas Company; testimony supporting proposed depreciation rates.

Michigan Public Service Commission, Case No. U-13899, Michigan Consolidat-
ed Gas Company; testimony concerning service life estimates.

Michigan Public Service Commission, Case No. U-13393, Aquila Networks —
MGU; testimony supporting proposed depreciation rates.

Michigan Public Service Commission, Case No. U-12395, Michigan Gas Utili-
ties; testimony supporting proposed depreciation rates including amortization ac-
counting and redistribution of recorded reserves.

Michigan Public Service Commission, Case No. U-6587, General Telephone
Company of Michigan; testimony concerning use of a theoretical depreciation re-
serve with the remaining-life technique.

Michigan Public Service Commission, Case No. U-7134, General Telephone
Company of Michigan; testimony concerning the equal-life group depreciation
procedure. '

Minnesota Public Service Commission, Docket No. E-611, Northern States Power
Company; testimony concerning rate of return and general financial requirements.
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Minnesota Public Service Commission, Docket No. E-1086, Northern States
Power Company; testimony concerning depreciation rates.

Minnesota Public Service Commission, Docket No. G-1015, Northern States
Power Company; testimony concerning rate of return and general financial re-
quirements.

Public Service Commission of the State of Missouri, Case No. ER-2009-0090,
KCP&L Greater Missouri Operations, rebuttal testimony concerning depreciation
rates.

Public Service Commission of the State of Missouri, Case No. ER-2001-672,
Missouri Public Service, a division of Utilicorp United Inc.; surrebuttal testimony
regarding computation of income tax expense.

Public Service Commission of the State of Missouri, Case No. TO-82-3, South-
western Bell Telephone Company; rebuttal testimony concerning the remaining-
life technique and the equal-life group procedure.

Public Service Commission of the State of Missouri, Case No. GO-97-79, Laclede
Gas Company; rebuttal testimony concerning adequacy of database for conduct-
ing depreciation studies.

Public Service Commission of the State of Missouri, Case No. GR-99-315, La-
clede Gas Company; rebuttal testimony concerning treatment of net salvage in
development of depreciation rates.

Public Service Commission of the State of Missouri, Case No. HR-2004-0024,
Aquila Inc. d/b/a/ Aquila Networks—L. & P; testimony supporting depreciation
rates.

Public Service Commission of the State of Missouri, Case No. ER-2004-0034,
Aquila Inc. d/b/a/ Aquila Networks—L & P and Aquila Networks—-MPS; testimony
supporting depreciation rates.

Public Service Commission of the State of Missouri, Case No. GR-2004-0072,
Aquila Inc. d/b/a/ Aquila Networks—L & P and Aquila Networks—-MPS; testimony
supporting depreciation rates.

Public Service Commission of the State of Montana, Docket No. 88.2.5, Moun-
tain State Telephone and Telegraph Company; rebuttal testimony concerning the
equal-life group procedure and amortization of reserve imbalances.

Montana Public Service Commission, Docket No. D95.9.128, The Montana Pow-
er Company; testimony supporting proposed depreciation rates.

Nebraska Public Service Commission, Docket No. NG-0041, Aquila Networks
(PNG Nebraska); testimony supporting proposed depreciation rates.
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Public Service Commission of Nevada, Docket No. 92-7002, Central Telephone
Company-Nevada; testimony supporting proposed depreciation rates.

Public Service Commission of Nevada, Docket No. 91-5054, Central Telephone
Company-Nevada; testimony supporting proposed depreciation rates.

New Hampshire Public Utilities Commission, Docket No. DR95-169, Granite
State Electric Company; testimony supporting proposed net salvage rates.

New Jersey Board of Public Utilities, Docket No. GR07110889, New Jersey Nat-
ural Gas Company; testimony supporting proposed depreciation rates.

New Jersey Board of Public Utilities, Docket No. GR87060552, New Jersey Nat-
ural Gas Company; testimony concerning depreciation rates.

New Jersey Board of Regulatory Commissioners, Docket No. GR93040114J,
New Jersey Natural Gas Company; testimony concerning depreciation rates.

New York Public Service Commission, Case No. 12—-G-0202. Niagara Mohawk
Power Corporation d/b/a National Grid; testimony supporting recommended de-
preciation rates.

New York Public Service Commission, Case No. 10-E—0050. Niagara Mohawk
Power Corporation d/b/a National Grid; testimony supporting recommended de-
preciation rates.

North Carolina Utilities Commission, Docket No. E-7, SUB 487, Duke Power
Company; rebuttal testimony concerning proposed depreciation rates.

North Carolina Utilities Commission, Docket No. P-19, SUB 207, General Tele-
phone Company of the South; rebuttal testimony concerning the equal-life group
depreciation procedure.

North Dakota Public Service Commission, Case No. 8860, Northern States Power
Company; testimony concerning general financial requirements.

North Dakota Public Service Commission, Case No. 9634, Northern States Power
Company; testimony concerning rate of return and general financial requirements.

North Dakota Public Service Commission, Case No. 9666, Northern States Power
Company; testimony concerning rate of return and general financial requirements.

North Dakota Public Service Commission, Case No. 9741, Northern States Power
Company; testimony concerning rate of return and general financial requirements.

Oklahoma Corporation Commission, Cause No. PUD 200900110, Oklahoma
Natural Gas Company; testimony supporting revised depreciation rates.
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Ontario Energy Board, E.B.R.O. 385, Tecumseh Gas Storage Limited; testimony
concerning depreciation rates.

Ontario Energy Board, E.B.R.O. 388, Union Gas Limited; testimony concerning
depreciation rates.

Ontario Energy Board, E.B.R.O. 456, Union Gas Limited; testimony concerning
depreciation rates.

Ontario Energy Board, E.B.R.O. 476-03, Union Gas Limited; testimony concern-
ing depreciation rates. o

Public Utilities Commission of Ohio, Case No. 81-383-TP-AIR, General Tele-
phone Company of Ohio; testimony in support of the remaining-life technique.

Public Utilities Commission of Ohio, Case No. 82-886-TP-AIR, General Tele-
phone Company of Ohio; testimony concerning the remaining-life technique and
the equal-life group procedure.

Public Utilities Commission of Ohio, Case No. 84-1026-TP-AIR, General Tele-
phone Company of Ohio; testimony in support of the equal-life group procedure
and the remaining-life technique.

Public Utilities Commission of Ohio, Case No. 81-1433, The Ohio Bell Tele-
phone Company; testimony concerning the remaining-life technique and the
equal-life group procedure.

Public Utilities Commission of Ohio, Case No. 83-300-TP-AIR, The Ohio Bell
Telephone Company; testimony concerning straight-line age-life depreciation.

Public Utilities Commission of Ohio, Case No. 84-1435-TP-AIR, The Ohio Bell
Telephone Company; testimony in support of test period depreciation expense.

Public Utilities Commission of Oregon, Docket No. UM 204, GTE of the North-
west; testimony concerning the theory and practice of depreciation accounting
under public utility regulation.

Public Utilities Commission of Oregon, Docket No. UM 840, GTE Northwest In-
corporated; rebuttal testimony concerning principles of capital recovery.

Pennsylvania Public Utility Commission, Docket No. R-80061235, The Bell Tel-
ephone Company of Pennsylvania; testimony concerning the proper depreciation
reserve to be used with an original cost rate base.

Pennsylvania Public Utility Commission, Docket No. R-811512, General Tele-
phone Company of Pennsylvania; testimony concerning the proper depreciation
reserve to be used with an original cost rate base.
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Pennsylvania Public Utility Commission, Docket No. R-811819, The Bell Tele-
phone Company of Pennsylvania; testimony concerning the proper depreciation
reserve to be used with an original cost rate base.

Pennsylvania Public Utility Commission, Docket No. R-822109, General Tele-

phone Company of Pennsylvania; testimony in support of the remaining-life tech-
nique.

Pennsylvania Public Utility Commission, Docket No. R-850229, General Tele-
phone Company of Pennsylvania; testimony in support of the remaining-life tech-
nique and the proper depreciation reserve to be used with an original cost rate
base.

Pennsylvania Public Utility Commission, Docket No. C-860923, The Bell Tele-
phone Company of Pennsylvania; testimony concerning capital recovery under
competition. '

Rhode Island Public Utilities Commission, Docket No. 2290, The Narragansett
Electric Company; testimony supporting proposed net salvage rates and deprecia-
tion rates.

South Carolina Public Service Commission, Docket No. 91-216-E, Duke Power
Company; testimony supporting proposed depreciation rates.

Public Utilities Commission of the State of South Dakota, Case No. F-3062,
Northern States Power Company; testimony concerning general financial re-
quirements and measurements of financial performance.

Public Utilities Commission of the State of South Dakota, Case No. F-3188,
Northern States Power Company; testimony concerning rate of return and general
financial requirements.

Securities and Exchange Commission, File No. 3-5749, Northern States Power
Company; testimony concerning the financial and ratemaking implications of an
affiliation with Lake Superior District Power Company.

Tennessee Public Service Commission, Docket No. 89-11041, United Inter-
Mountain Telephone Company; testimony concerning depreciation principles and
capital recovery under competition.

The Railroad Commission of Texas, GUD Docket No. 9988, Texas Gas Service,
testimony supporting recommended depreciation rates.

State of Vermont Public Service Board, Docket No. 6596, Citizens Communica-
tions Company — Vermont Electric Division; testimony supporting recommended
depreciation rates.

State of Vermont Public Service Board, Docket No. 6946 and 6988, Central Ver-
mont Public Service Corporation; testimony supporting net salvage rates.
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Commonwealth of Virginia State Corporation Commission, Case No. PUE-2002-
00364, Washington Gas Light Company; testimony supporting proposed depreci-
ation rates.

Public Service Commission of Wisconsin, Docket No. 2180-DT-3, General Tele-
phone Company of Wisconsin; testimony concerning the equal-life group depre-
ciation procedure.

SPEAKER
Depreciation Training Seminar, Florida Public Service Commission, March 2013.

Depreciation and Obsolescence (Isness and Oughtness), Ninety—Fifth Annual Ar-
izona Tax Conference, August 2012.

Group Depreciation Practices of Regulated Utilities (IAS 16 Property, Plant and
Equipment), Hydro One Networks, Inc., November 2008.

Economics, Finance and Engineering Valuation. Florida Gulf Coast University,
April 2007.

Depreciation Studies for Regulated Utilities, Hydro One Networks, Inc., April
2006.

Depreciation Studies for Cooperatives and Small Utilities. TELERGEE CFO and
Controllers Conference, November, 2004.

Finding the “D” in RCNLD (Valuation Applications of Depreciation), Society of
Depreciation Professionals Annual Meeting, September 2001.

Capital Asset and Depreciation Accounting, City of Edmonton Value Engineering
Workshop, April 2001.

A Valuation View of Economic Depreciation, Society of Depreciation Profes-
sionals Annual Meeting, October 1999.

Capital Recovery in a Changing Regulatory Environment, Pennsylvania Electric
Association Financial-Accounting Conference, May 1999.

Depreciation Theory and Practice, Southern Natural Gas Company Accounting
and Regulatory Seminar, March 1999.

Depreciation Theory Applied to Special Franchise Property, New York Office of
Real Property Services, March 1999.

Capital Recovery in a Changing Regulatory Environment, PowerPlan Consultants
Annual Client Forum, November 1998.

Economic Depreciation, AGA Accounting Services Committee and EEI Property
Accounting and Valuation Committee, May 1998.
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Discontinuation of Application of FASB Statement No. 71, Southern Natural Gas
Company Accounting Seminar, April 1998.

Forecasting in Depreciation, Society of Depreciation Professionals Annual Meet-
ing, September 1997.

Economic Depreciation In Response to Competitive Market Pricing, 1997 TELUS
Depreciation Conference, June 1997.

Valuation of Special Franchise Property, City of New York, Department of Fi-
nance Valuation Seminar, March 1997.

Depreciation Implications of FAS Exposure Draft 158-B, 1996 TLG Decommis-
sioning Conference, October 1996.

Why Economic Depreciation?, American Gas Association Depreciation Account-
ing Committee Meeting, August 1995.

The Theory of Economic Depreciation, Society of Depreciation Professionals
Annual Meeting, November 1994.

Vintage Depreciation Issues, G & T Accounting and Finance Association Confer-
ence, June 1994,

Pricing and Depreciation Strategies for Segmented Markets (Regulated and Com-
petitive), lowa State Regulatory Conference, May 1990.

Principles and Practices of Depreciation Accounting, Canadian Electrical Associ-

ation and Nova Scotia Power Electric Utility Regulatory Seminar, December
1989. ‘

Principles and Practices of Depreciation Accounting, Duke Power Accounting
Seminar, September 1989.

The Theory and Practice of Depreciation Accounting Under Public Utility Regu-
lation, GTE Capital Recovery Managers Conference, February 1989.

Valuation Methods for Regulated Utilities, GTE Capital Recovery Managers Con-
ference, January 1988.

Depreciation Principles and Practices for REA Borrowers, NRECA 1985 National
Accounting and Finance Conference, September 1985.

Depreciation Principles and Practices for REA Borrowers, Kentucky Association

of Electric Cooperatives, Inc., Summer Accountants Association Meeting, June
1985. '

Considerations in Conducting a Depreciation Study, NRECA 1984 National Ac-
counting and Finance Conference, October 1984.
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Software for Conducting Depreciation Studies on a Personal Computer, United
States Independent Telephone Association, September 1984.

Depreciation—An Assessment of Current Practices, NRECA 1983 National Ac-
counting and Finance Conference, September 1983

Depreciation—An Assessment of Current Practices, REA National Field Confer-
ence, September 1983.

An Overview of Depreciation Systems, Iowa State Commerce Commission, Oc-
tober 1982.

Depreciation Practices for Gas Ultilities, Regulatory Committee of the Canadian
Gas Association, September 1981.

Practice, Theory, and Needed Research on Capital Investment Decisions in the
Energy Supply Industry, workshop, sponsored by Michigan State University and
the Electric Power Research Institute, November 1977.

Depreciation Concepts Under Regulation, Public Utilities Conference, sponsored
by The University of Texas at Dallas, July 1976.

Electric Utility Economics, Mid-Continent Area Power Pool, May 1974.Page 57

MODERATOR
Depreciation Open Forum, Iowa State University Regulatory Conference, May
1991.

The Quantification of Risk and Uncertainty in Engineering Economic Studies,
Iowa State University Regulatory Conference, May 1989.

Plant Replacement Decisions with Added Revenue from New Service Offerings,
Iowa State University Regulatory Conference, May 1988.

Economic Depreciation, lowa State University Regulatory Conference, May
1987.

Opposing Views on the Use of Customer Discount Rates in Revenue Requirement
Comparisons, lowa State University Regulatory Conference, May 1986.

Cost of Capital Consequences of Depreciation Policy, Iowa State University Reg-
ulatory Conference, May 1985.

Concepts of Economic Depreciation, Iowa State University Regulatory Confer-
ence, May 1984.

Ratemaking Treatment of Large Capacity Additions, Iowa State University Regu-
latory Conference, May 1983.

The Economics of Excess Capacity, Iowa State University Regulatory Confer-
ence, May 1982.
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New Developments in Engineering Economics, Iowa State University Regulatory
Conference, May 1980.

Training in Engineering Economy, Iowa State University Regulatory Conference,
May 1979.

The Real Time Problem of Capital Recovery, Missouri Public Service Commis-
sion, Regulatory Information Systems Conference, September 1974.

HONORS AND AWARDS
The Society of Sigma Xi.

Professional Achievement Citation in Engineering, lowa State University, 1993.
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PAYMENTS IN LIEU OF CORPORATE INCOME TAXES

1.0 OVERVIEW

B2M LP seeks approval for the corporate minimum tax expense of $0.4 million for the
2015 to 2017 test years and $0.9 million for 2018 and $1.1 million for 2019 as presented
in Exhibit C2, Tab 3, Schedule 1.

2.0 PAYMENT IN LIEU OF TAX

2.1 Introduction

B2M LP is a limited partnership within the meaning of the Limited Partnership Act
(Ontario). A partnership is generally not taxable under the Income Tax Act. A
partnership is required to compute its taxable income, which is then allocated to its

partners. The partners of B2M LP include:

Members Description

B2M GP Inc. A corporation owned indirectly by Hydro One Inc.

Saugeen Ojibway Nation Finance Corporation |A corporation owned directly by the First Nations
(“SON FC”) - Nominee for SON

Hydro One B2M LP Inc. A corporation owned indirectly by Hydro One Inc.

SON FC and its shareholders are not subject to payment in lieu of corporate tax (“PILS”)
or Corporate Income Tax as demonstrated by the tax information in Attachment 1-A and
Attachment 1-B to this exhibit. Therefore, effectively, 34.19% of the income in B2M LP
is not subject to tax. B2M GP Inc. and Hydro One B2M LP Inc. are required to make
PILS payments to the Ontario Electricity Financial Corporation (“OEFC”) and file

federal and provincial income tax returns with the Ontario Ministry of Finance, under the
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Electricity Act 1998. The PILS remitted to the OEFC are calculated in accordance with
the Income Tax Act (Canada), and the Taxation Act 2007 (Ontario), as modified by the

Electricity Act, 1998.

2.2 Regulatory Income Tax Expense

The Board has directed that the taxes payable method should be used for regulatory
purposes, according to its 2006 EDR Handbook, Section 7.1 “OEB 2006 Regulatory
Taxes Expense Methodology”.

Under the taxes payable method, no provision is made for future income taxes that result
from timing differences between the tax basis of assets and liabilities and their carrying
amounts for accounting purposes. Accordingly, the taxes payable method will result in
the PILs income tax payable being different from the amount that would have been
recorded, had the combined Canadian Federal and Ontario statutory income tax rate been
applied to the regulatory net income before tax. When unrecorded future income taxes
become payable, it is expected that they will be included in the rates approved by the
Board and recovered from customers at that time. Regulatory Income Taxes for B2M LP
are determined by applying the statutory tax rate to the regulatory taxable income
allocated to B2M GP Inc. and Hydro One B2M LP Inc.

2.3  Corporate Minimum Tax

Ontario corporate minimum tax (“OCMT”) is designed to impose a minimum tax based
on financial statement income calculated without most tax adjustments. The OCMT paid
in the year can be applied to reduce taxes payable in future year. B2M GP Inc. is subject
to OCMT in the 2015 to 2018 test year as shown in Exhibit C2, Tab 3, Schedule 1,
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Attachment 1. B2M LP proposes to recover the OCMT expense incurred by the B2M GP
Inc. in the 2015 to 2018 test year in the revenue requirement.

3.0 RECONCILIATION BETWEEN REGULATORY NET INCOME BEFORE
TAX AND TAXABLE INCOME

Reconciliation between the regulatory net income before tax (“NIBT”) and taxable
income for the test year 2015 to 2019 is provided in Exhibit C2, Tab 3, Schedule 1,
Attachment 1. This schedule contains the income tax component of the PILs
computation. It also shows how the taxable income is computed by making adjustments
to the regulatory NIBT for items such as depreciation and capital cost allowance
(“CCA").

40 OVERVIEW OF PROCESS TO ARRIVE AT TAXABLE INCOME

The starting point for the computation of B2M LP taxable income is the NIBT as shown
on the utility's income statement for the year. The NIBT is prepared using U.S.
Generally Accepted Accounting Principles, but taxable income is computed using the
relevant tax legislation, interpretations and assessing practices. Many adjustments are
typically made to the NIBT to arrive at taxable income. Essentially, the NIBT is
increased by amounts that are not deductible for tax purposes such as depreciation. On
the other hand, the NIBT is reduced by amounts that are deductible for tax purposes but
have not been deducted in computing NIBT such as CCA.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Filed: 2015-03-30
EB-2015-0026
Exhibit C1-5-1
Attachments 1A-1D
Page 1 of 2

TAX RULINGS

Attached are the four (4) tax rulings received from the provincial and federal tax

authorities in connection with the sale of Hydro One transmission assets to B2M LP and

the related First Nations’ equity investment in B2M LP.

A.

Federal Tax Ruling for Chippewas of Nawash Unceded First Nation (“Nawash”).
The ruling from the Canada Revenue Agency (“CRA”) confirms that Nawash is
exempt from tax or not subject to tax under the Income Tax Act (Canada) (“ITA”)
on income allocated by B2M LP in respect of the operation of the B2M
transmission assets. CRA also opines that as long as SON FC holds the
partnership interest as nominee or agent for the First Nations, the income
allocated by B2M LP to SON FC will be the income of First Nations and not of
SON FC.

Federal Tax Ruling for Chippewas of Saugeen First Nation (“Saugeen”). The
ruling from the CRA confirms that Saugeen is exempt from tax or not subject to
tax under the ITA on income allocated by B2M LP in respect of the operation of
the B2M transmission assets. CRA also opines that as long as SON FC holds the
partnership interest as nominee or agent for the First Nations, the income
allocated by B2M LP to SON FC will be the income of First Nations and not of
SON FC.

Ontario Tax Ruling for Hydro One Transmission and Affiliated Companies
(“Hydro One”) (“Original Ontario Tax Ruling”). Hydro One is subject to
payments in lieu of Federal and Provincial income taxes (“Proxy tax™) under the
Electricity Act, 1998 (“EA”). The ruling received from Ontario confirms that
B2M LP, Saugeen and Nawash are not subject to Proxy tax under the EA. The

ruling also confirms the tax positions reflected in the rate filing application, such
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as: interest deductibility, deductibility of B2M LP’s operating payments to Hydro
One Transmission, application of tax-deferral income tax provisions to asset
transfers, deductibility/non-taxation of dividend income and computation of tax

attributes.

D. Amended Ontario Tax Ruling for Hydro One confirming that the introduction of
two (2) key changes in the facts previously submitted, i.e. creation of two (2)
classes of partnership units and of a mandatory put option effective in case of a
default event, do not change the tax positions outlined in the Original Ontario Tax

Ruling.
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. Your file Volre référence
Michael Templeton
McMiIlan LLP Qur lile Notre référence
181 Bay Street, Suite 4400 2013-047876
Toronto ON MSJ 2T3 Ann Townsend

905-721-5096
November 28, 2013

Dear Mr. Templeton:

Re: Advance Income Tax Ruling — Chippewas of Nawash First Nation

This is in reply to your letter of February 14, 2013, in which you requested an advance
income tax ruling on behalf of the above-named taxpayer. We acknowledge your
additional submissions of February 15, 2013, March 11, 2013, July 5, 2013, September
24, 2013, October 22, 2013, November 14, 2013 and November 26,2013 as well as
various telephone conversations (Townsend/Templeton, Moore/Templeton,
Filion/Templeton, Fron/Templeton and Erskine/Templeton).

We understand that, to the best of your knowledge and that of the taxpayer, none of the
issues involved in the ruling request are:

1) in an earlier return of the taxpayer or a related person;

(i) being considered by a tax services office or taxation centre in connection
with a previously filed tax return of the taxpayer or a related person;

(iii)  under objection by the taxpayer or a related person;

(iv)  before the courts, or if a judgment has been issued, the time limit for
appeal to a higher court has expired; or

) the subject of a ruling previously considered by the Directorate to the
taxpayer or a related person.

Unless otherwise stated, all references fo a statute are to the ncome Tax Act (Canada),
R.S.C. 1985, c.1 (5th Supp.), as amended to the date of this letter, {the “Act™), and all
terms and conditions used herein that are defined in the Act have the meaning given in
such definition unless otherwise indicated. :

Our understanding of the relevant definitions, the facts, proposed transactions and the
purposes of the proposed transactions is as follows:

..Jeont’d
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DEFINITIONS:

In this letter, the following terms have the following meanings:

a)
b)

9

g)

h)

1))

k)

I

“Band” has the meaning -proﬁided under subsection 2(1) of the Indian Act;
“Eligible Person” as defined in the partnership agreement, means:

() a Band, or;

(ii) Xco,or;

(iiiy  any person that is wholly owned, directly or indirectly , by
persons described in (i) and (ii);

“Bare Trustco” means 1893080 Ontario Inc. (which will be renamed
Saugeen Ojibway Nations Finance Corporation), a new corporation
incorporated for the purposes of holding legal fitle to an interest in the
Limited Partnership on behalf of the First Nations;

“FN1” means the Chippewas of Saugeen First Nation, band #123;
“PN2” means the Chippewas of Nawash First Nation, band #122;
“First Nations” means collectively, FN1 and FN2;

“GP Inc.” means B2M GP Inc., an affiliate of Xco that will be the general
partner of the Limited Partnership; : :

“Indian Act” means the Indian Act R.S.C. 1985, c.I-5, as amended;
“Limited Partnership” refers to the Bruce-to-Milton L.P. to be formed to

own and operate the recently constructed Line;

“Line” means the high-voltage electrical transmission tower line with
circuit number B561M and that portion of the high-voltage electrical
transmission tower line with circuit number B560V spanning from Yco’s
switchyard at the Bruce Power Nuclear Generating Facility located in
Kincardine, Ontario to Yco’s electrical transmission line, constructed by
Yco, from the Bruece Power Nuclear Generating Facility in Kincardine,
Ontario to Yco’s switchyard in Milton, which traverses the traditional
territory of the First Nations;

“LP Inc.” refers to an affiliate of Xco that will be a limited partner of the
Limited Partnership;

“Member” means an individual whose name appears on the “Band List” of
the FN2, as defined in the Indian Act and maintained by the FN2 in
accordance with section 10 of the Indian Act (collectively, members);

“Reserve” means the FN2’s reserves as described in paragraph 4 of this
letter and that are “reserves” as defined in subsection 2(1) of the Indian
Act;

“ Xco” means Hydro One Inc;

“Yo™ means Hydro One Networks Ine., a wholly owned subsidiary of
Xco, which itself is owned by the Province of Ont&rioi _

...JJeont’d




FACTS:

1.

10.

11.

The FN2's mailing address is:

Chippewas of Nawash First Nation
135 Lakeshore Blvd. RR#5.
Wiarton, Ontarioc NOH 270

The FN2 files any tax documentation with the Shawinigan-Sud Tax Centre. The
FN2’s business identification number is 106916414,

The FN2 is a Band.

The EN2's reserves are: Neyaashiinigmiing Indian Reserve No. 27, located north
of Wiarton Ontario, in Georgian Bay; Cape Croker Hunting Ground Indian
Reserve Number 60B, located 70 kilometres notth of the Reserve No. 27 along
Highway 6 and is approximately 2,199.04 acres in size.

The FN2 has approximately 2,471 Members, of whom approximately 702 live on
the Reserve

The FN2 is governed by a democratically elected chief and 9 elected councillors
who were elected pursuant to the Indian Act. The chief and band council are
responsible for the governance of the FN2 and have the power o make by-laws in
accordance with the Indian Act.

The FN2 employs a First Nation Administrator who, under the direction of the
chief and band council, is responsible for administrative management of the FN2.

The FN2 is one of the listed bands that are authorized pursuant to the Indian Band
Revenue Moneys Order, # SOR/90-297, to control, manage, and expend in whole
their revenue money under subsection 69(1) of the Indian Act.

The FN2 has enacted various by-laws pursuant to section 81 of the Indian Act
concerning:

a. Animal Control

b. Ancillary Powers (i.e.: promote the enforcement of band by-laws)
Traffic
d. Fishing and Hunting

o

The FN2 has enacted by-laws pursuant to section 85.1 of the Indian Act.

The FN2 has entered into a Health Services Consolidated Contribution Agreement
with Health Canada whereby the FN2 has accepted responsibility to provide
certain health programs and services to its Members. The FN2 maintains a health
department and hires nurses to provide these health services. The services

.Jeont’d



12.

13.

14.

15.

16.

17.

-4

provided are set out in the Community Health Plan and include: prenatal care,
infant development, health education, substance abuse and addiction services,
mental health, home care and other community health issues. The FN2 recently
negotiated with Health Canada to renew its Health Services Transfer Agreement
for a 3 year period commencing April of 2012.

The FN2 has a comprehensive funding arrangement with the Aboriginal Affairs

and Northern Development Canada (“AANDC”) to assist the FN2 in providing

services to its Members including: education (funding for the FN2 school and
tuition support for off-reserve education); social assistance (funding for home

care, employment training, income support and day care); infrastructure (funding

for roads, bridges, water and waste water facilities).

The FN2 owns and maintains a school for junior kindergarten to grade 8. The FN2
hires the principal and teachers for this school and oversees the school board.
Members of the FN2 attend secondary school at high schools operated by the Blue
Water District School Board and the Bruce-Grey Catholic District School Board
as a result of memorandum of understanding with these school boards under
which the FN2 pays tuition for the FN2 students. The FN2 also provides adult
education services to its Members including: computer training, an
entrepreneurship course, academic upgrading, professional development, and
wellness and health promotion. : ‘

The FN2 administers a welfare program on the Reserve. It has an agreement with
the province of Ontario under which the FN2 administers welfare payments in

accordance with provincial guidelines. The FN2 employs five people to

administer these programs, which review applications for welfare and arrange for
payments. Eligibility for welfare and the amount paid are administered by the
FN2, based on the criteria established by the province of Ontario. Where
necessary, the FN2 employees also visit the homes of welfare applicants.

As part of the welfare program, the FN2 also administers an addiction services
initiative.” Under this initiative, individuals in need of treatment for addiction may
qualify for welfare payments by obtaining addiction treatment instead of looking
for work or engaging in work training.

The FN2 provides and administers the public works services on the Reserve,
which includes road maintenance, water supply, garbage services and lagoon
services. The FN2 owns the equipment and hires the employees to provide these
services. The FN2 is responsible for the maintenance of the roads and the removal
of snow on the Reserve. The FN2 receives a subsidy through the Ontario
Ministry of Transportation for the maintenance of the roads.

The FN? is responsible for the water supply for most Members living on the
Reserve. The FN2 hires operators to ensure the efficient running of the water
treatment and distribution system.

The FN2 has developed a community five year plan to manage the development
of community lots, housing, commercial development and economic development

...Jeont’d




Z5.

strategies. All land in the Reserve is held in a traditional manner and owned by
the membership as a whole. The FN2 allows people and businesses to use the land
and make any improvernents to the land. Approximately 4,035 hectares (64%) of
the Reserve are unallocated lands (referred to as “Band lands™), which are
controlled by the band council. The use and occupation rights to the remaining
lands, approximately 2,218 hectares (36%), have been allocated to individual
band members and are held under Certificates of Possession.

18. The FN2 has a fimding arrangement in place with the Canada Mortgage and
Housing Corporation (CMHC) to assist the FN2 in providing housing to its
Members. Through the funding provided by CMHC, the FN2 has been able to
complete several residential housing projects including a senior residence. The
FN2 currently owns and maintains 46 separate residential housing units including
a large apartment complex. Allocations of band-provided housing are based on a
Housing Policy established by the FN2.

19. Facilifies located on the Reserve that are owned, operated and maintained by the
FN2 include:

a) Administrative Building (This building houses a meeting room for meetings
of Chief and Council, the offices for the executive of the FN2 including
offices for the Chief, Executive Assistant to the Chief, HR Manager, Band
Administrator, Finance Department (3, soon to be 4 employees), Land and
Membership (2 employees), and Fisheries (3 employees).) Pump Station
(used to pump water fo residents of the Reserve)

b) Adult Education Centre

¢) Health Station (This is a separate building where the FN2 administers its
preventative health programs. The programs are run by a community health
nurse and a clerk employed by the FN2, whose duties include administering
non-insured health benefits for the FN2 members and arranging for
transportation for the FN2 members in need of health care services away
from the community.)

d) Landfill
¢) Playgrounds
f) Tourism facilities (park with campsites)
g} Recreation centre/community complex
h) Ice rink (outdoor rink located at the baseball diamond)
i) Sewage lagoon / water infrastructure
20. Certain buildings including the sports centre are owned, maintained and operated
by the FN2 for its Members. User fees and rental charges are levied for the use

of recreational and meeting facilities for certain activities. The FN2 establishes the
user fees.

....Jcont’d
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21. The FN2 owns and maintains aradio tower and the related equipment to provide
communication services to emergency response teams and the FN2°s Public
Works Department. The FN2 has entered into an agreement with an internet
services provider that has equipment on the FN2’s tower on the Reserve, to offer
wireless intemet access on the Reserve. By entering into this agreement, the FN2
has enabled its Members to receive internet service that they would not otherwise
receive due to the low population.

PROPOSED TRANSACTIONS:

22. The First Nations have reached an agreement with Xco under which the First
Nations will acquire an interest in the Limited Partnership.

23. Yco will transfer the Line to the Limited Partnership.

24. Bare Trustco will agree to hold title to the partnership interest as nominee and
agent for and on behalf of the First Nations. The shares of Bare Trustco will be
legally registered in the names of the Chiefs of each of the FN1 and the FN2,
whom will hold the shares as nominee and agent for the FN1 and the FN2,
respectively. ‘

25. The proposed relationship between Bare Trustco and the First Nations will be
evidenced in writing by the Draft Nominee Agreement.

26. There will be no transfer of partnership units or the issue of units to any person
other than an Eligible Person.

27. The First Nations will centribute approximately $72 million to the Limited
Partnership for approximately a 34% interest in the Limited Partnership based on
the expected value of the assets at closing and LP Inc. and GP Inc. will contribute
approximately $141 million to the Limited Partnership for approximately a 66%
interest in the Limited Partnership based on the expected value of the assets at
closing.

28. GP Inc. will negotiate, on behalf of the Limited Partnership, all contracts and
manage all projects and operations to which the Limited Partnership is a party in
respect of the Line.

29. The Limited Partnership will commence operations after the Ontario Energy
Board approves the transfer of the Line to the Limited Partnership, grants the
Limited Partnership a transmission licence and makes a transmission rate order in
favour of the Limited Partnership. Thereafter, the Limited Partnership will make
distributions and allocate income and loss to its partners from time-to-time in
accordance with the partnership agreement.

PURPOSES OF PROPOSED TRANSACTIONS

30. The purposes of the proposed transactions are as follows:

.LJdeont’d
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a) To generate a long-term source of income for the FN2 to support the
governance, public works and infrastructure needs of each community and to
promote economic development such that the FN2 will become economically
self-sufficient while maintaining a stewardship role over their lands.

b) To protect the FN2 from Hability arising from activities related to the
Transmission Line.

¢) To provide employment and job training for Members of the FN2.
d) To support projects and activities for the general benefit of the FN2,

RULING GIVEN:

Provided that the preceding statements constitute a complete and accurate disclosure of
all of the relevant facts, proposed transactions and purposes of the proposed transactions,
we rule as follows: .

Because the FN2 is, and as long as it continues to be, a public body performing a
function of govermnment in Canada within the meaning of paragraph 149(1)(c) of
the Act, and therefore exempt from tax under Part I of the Act, no tax will be
payable under Part I of the Act by the FN2 on income allocated to the FN2 by the
Limited Partnership in respect of the operation of the Line, carried on by the
Limited Partnership as a result of the proposed transactions described above.

The above advance income tax ruling, which is based on the Act in its present form and
does not take into account any proposed amendments thereto, is given subject to the
general limitations and qualifications set out in Information Circular 70-6R35, “Advance
Income Tax Rulings”, dated May 17, 2002, and is binding on the Canada Revenue
Agency (“CRA”) provided that the proposed transactions are completed by December 31,
2014.

OPINION:

So long as Bare Trustco continues to hold the partnership interest in the Limited
Partnership as nominee and agent for the First Nations as described in paragraphs 24 and
25, the income allocated to Bare Trustco by the Limited Partnership on such partnership
interest will be the income of the First Nations and not the income of Bare Trustco for
purposes of computing income under Part 1 of the Act.

It is not the practice of the CRA to issue an income tax ruling on an issue related solely to
the common law. Therefore, nothing in this letter should be construed as implying that
the CRA has reviewed or agreed that the Draft Nominee Agreement creates an agency
relationship for income tax purposes.

CAVEAT:

Nothing in this letter should be construed as implying that the CRA has reviewed or
agreed: ‘

....Jcont*d
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o that the partnership agreement creates a legal partnership for income tax
purposes;

¢ to the determination of the adjusted cost base, paid-up capital or fair
market value of any shares or other property referred to herein; or

» to any tax consequences relating to the facts and the Proposed
Transactions described herein other than those described in the rulings
given above.

This letter is based solely on the facts and the proposed transactions described above.
The documentation submitted with your request does not form part of the facts and
proposed transactions and any references thereto are provided solely for the convenience
of the reader. A copy of this letter will be forwarded to the Charities Directorate of the
CRA.

Yourgjtruly, .

R. Filioh, CPA,CA

For Director

Business and Employment Division

Income Tax Rulings Directorate

Legislative Policy and Regulatory Affajrs Branch
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. Your file Viotre référence
Michael Templeton
MCMIH&H LLP Qur e Notre référance.
181 Bay Street, Suite 4400 2013047875
Toronto ON MS5JT2T3 Ann Townsend

905-721-5096
November 28, 2013

Dear Mr. Templeton:

Re: Advance Income Tax Ruling — Chippewas of Saugeen First Nation

This is in reply to your letter of February 14, 2013, in which you requested an advance
income tax ruling on behalf of the above-named taxpayer. We acknowledge your
additional submissions of February 15, 2013, March 11, 2013, July 5, 2013, September
24, 2013, October 22, 2013, November 14, 2013 and November 26, 2013 as well as
various telephone conversations (Townsend/Templeton, Moore/Templeton,
Filion/Templeton, Fron/Templeton and Erskine/Tetmpleton).

We understand that, to the best of your knowledge, and that of the taxpayer, none of the
issues involved in the ruling request are:

(1) in an earlier return of the taxpayer or a related person;

(i) being considered by a tax services office or taxation centre in connection.
with a previously filed tax return of the taxpayer or a related person;

(iii)  under objection by the taxpayer or a related person;

(iv)  before the courts, or if a judgment has been issued, the time limit for
appeal to a higher court has expired; or

(v) the subject of a ruling previously considered by the Directorate to the
taxpayer or a related person.

Unless otherwise stated, all references to a statute are to the /ncome Tax Act (Canada),
R.S.C. 1985, c.1 (5th Supp.), as amended fo the date of this letter, (the “Act”), and all
terms and conditions used herein that are defined in the Act have the meaning given in
such definition unless otherwise indicated.

Our understanding of the relevant definitions, the facts, proposed transactions and the
purposes of the proposed fransactions is as follows:

...Jeont’d
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DEFINITIONS:

In this letter, the following terms have the following meanings:

a)
b)

d)

g)

h)

k)

k)

)

“Band” has the meaning provided under subsection 2(1} of the Indian Act;
“Eligible Person” as defined in the partnership agreement, means:

i} a Band, or;

(iiy  Xco,or;

(i)  any person that is wholly owned, directly or indirectly, by

persons described in (i) and (ii};

“Bare Trustco” means 1893080 Ontario Inc. (which will be renamed
Saugeen Ojibway Nations Finance Corporation), a new corporation

incorporated for the purposes of holding legal title to an interest in the
Limited Partnership on behalf of the First Nations;

“FN1” means the Chippewas of Saugeen First Nation, band #123;
“FN2” means the Chippewas of Nawash First Nation, band #122;
“First Nations” means collectively, FN1 and FN2;

“GP Inc.” means BZM GP Inc. an affiliate of Xco that will be the general
partner of the Limited Partnership; _ :

“Indian Act” means the Indian Act R.S.C. 1985, ¢.I-5, as amended;

“1 imited Partnership™ réfers to the Bruce-to-Milton L.P. to be formed to
own and operate the recently constructed Line;

“[ine” means the high-voltage electrical transmission tower line with
circuit number B561M and that portion of the high-voltage electrical
transmission tower line with circuit number BS60V spanning from Yco's
switchyard at the Bruce Power Nuclear Generating Facility located in
Kincardine, Ontario to Yco’s electrical transmission line, constructed by
Yo, from the Bruce Power Nuclear Generating Facility in Kincardine,
Ontario to Yeo's switchyard in Milton, which traverses the traditional
territory of the First Nations; :

<P Inc.” refers to an affiliate of Xco that will be a limited pertner of the
Limited Partoership;
“Member” means an individual whose name appears on the “Band List” of

the FN1, as defined in the Indian Act-and maintained by the FN1 in
accordance with section 10 of the Indian Act;

m) “Reserve” means the FN1’s reserves as described in paragraph 3 of this

n)
0)

letter and that are “reserves” as defined in subsection 2(1) of the Indian
Act;

“Xco” means Hydro One Inc;
“Yco” means Hydro One Networks Inc., a wholly owned subsidiary of

© Xco, which itself is owned by the Proyince of Ontario.

. Jleont’d




FACTS:

1.

The FN1's mailing address is 6493, Highway 21, R. R. # 1, Southampton,
Ontario, NOH 2L0. The FN1 is served by the Ottawa Tax Services Office and
files any tax documentation with the Ottawa Tax Centre. The FN1’s business
identification number is 107957938.

The FN1 is a Band.

The FN1's reserves are: Chiefs Point Reserve No 28, Saugeen Reserve No. 29,
Saugeen Hunting Grounds No 60A and Saugeen & Cape Croker Fishing Islands
Indian Reserve No. I. The reserves are located on the shores of Lake Huron at the
base of the Bruce Peninsula in Ontario.

The FN1 has approximately 1,676 Members, of whom approximately 774 live on
the Reserve.

FN1 is governed by a democratically elected chief and 9 elected councillors who
were elected pursuant to the Indian Act. The chief and band council are
responsible for the governance of the FN1 and have the power to make by~ laws in
accordance with the Indian Act.

The EN1 employs a Chief Executive Officer who, under the direction of the chief
and council, is responsible for administrative management of the FNT.

The FN1 has passed the following by-laws pursuant to section 81 of the Indian
Act:

Animal Control By-law

=R

Children's Curfew By-law

Nuisance By-law

e

Streets and Traffic By-law

Waste Management By-law
Firearms Regulation By-law

Use of Public Welis By-law
Contro! of Snow Vehicles By-law
Establish Fire Department By-law
3. Control of Motor Vehicles By-law
k. Sauble Park By-law

Control of Campgrounds By-law

oo oo

T

m. Garbage Bag Tag Collection By-law

....Jeont’d



10.

1.

12.

13.

14.

15.

a4

The FN1 is one of the listed Bands that are authorized pursuant to the Indian Band
Revenue Moneys Order, #SOR/90-297, to control, manage, and expend in whole
their revenue money under subsection 69(1) of the Indian Act.

The FN1 has entered into a Health Services Consolidated Contribution Agreement
with Health Canada whereby the FN1 has accepted responsibility to provide
certain health programs and services to its Members. The services to be provided
are set out in the Community Health Plan. Programs include those related to
prenatal care, infant development, health education, substance abuse and
addiction services, mental health, home care and other community health issues.
The FN1 negotiated with Health Canada to renew its Heaith Services Transfer
Agreement for a 3-year period commencing 2013,

Each year the FN1 enters into a comprehensive funding agreement with
Aboriginal Affairs and Northern Development Canada (AANDC). The funding
covers essential services provided by the FN1 to and for its Members and funded
by the Government of Canada. Under this agreement AANDC provides funding
to the FN1 to assist in providing the following services to its Members: fire
protection services, waste management services, education, day care, assisted
living, and other social programs.

The FN1 is responsible for providing fire protection services on the reserve. To
provide these services the FN1 owns, funds, maintains and operates a fire station,
2 fire trucks, and a rescue van. The FN1 employs a fire safety officer who
oversees about 20 part time firefighters who are paid on a per call basis. In
certain circumstances, if the fire or emergency is in the northern portion of the
teserve, the dispatcher may call the Sauble Fire Department as the first responder
to the call. If that occurs, the FN1 has an agreement with the Sauble Fire
Department under which the FN1 compensates Sauble for the cost of the
response. Similarly, if an emergency occurs outside the reserve, the dispatcher
may direct the FN1 to be the first responder, in which case the FN1 would receive
compensation from the responsible township.

The FN1 is responsible for garbage collection services on the reserves. It owns -
the necessary equipment and hires the personnel for these services.

The FN1 is responsible for providing education to the FN1 children that live on
the Reserve. It meets this obligation through an agreement with the local
municipal school boards under which the FN1 pays tuition to the local school
boards for the attendance of the FN1 children at these schools.

The FN1 constructs housing for eligible Members who reside on the Reserve,
which is funded by a subsidy from AANDC and borrowed funds. Allocations of
band-provided housing are based on a Housing Policy established by the FN1.

The FN1 funds, owns, operates and maintains 4 apartment buildings, consisting of
three 8 unit apartment buildings (one for singles, one for families and one for

elders) and one 9 unit building for families.

...Jeont’d
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16. The FN1 has entered into agreements with Canada Mortgage and Housing
Corporation (CMHC) to allow the FNT to assist Members in maintaining housing.
It is the responsibility of the FNI to apply, on behalf of the FN1 Members, for
portions of this amount.

17. The FN1 has developed a community 20-year plan to manage the development of
community lots, housing, commercial development and economic development
strategies. The FN1 allows people and businesses to use the land and make any
improvements to the land. The FN1 Jeases certain of its lands to persons that are
not Members of the FN1. Where these tenants wish to construct or demolish
buildings on the leased land, they are required to obtain permission and a building
permit from the FN1. '

18. The FN1has a Works Department that is responsible for the repair and
maintenance of the roads on the Reserve.

19. All of the buildings and facilities below are owr;ed, funded, operated and
maintained by the FN1:

a.

Administrative Building (This building houses the offices for the
executive of the FN1 including offices for the Chief, secretary to the Chief
and Council, administrative secretary, human resources manager, band
administrator, Finance Department (6 employees), Membership (1
employee), Education Department {3 employees), Adult Literacy (1
employee) and Housing Department (2 employees)).

Recreation Centre / Gymnasium (The gymnasium is located in the
Recreation Centre owned by the FN1. The Recreation Centre includes a
stage and an office for the building supervisor).

Employment Training Centre (Houses a couple of class rooms/meeting
rooms used for adult employment training, a computer lab with several
computers, an office for the director of adult training and his/her assistant
as well as a workshop for woodworking training).

Health Clinic (The building is used to provide health services to the FN1
members. It houses the Health Director, a receptionist, a nurse and a part
time doctor. Several departments operate out of the clinic including:
mental health, healthy babies program, aids progtam and transportation
aid for off-reserve medical appointments). -

Landfill (The FN1 maintains a dump for the Reserve as well as a trash
compactor. The FN1 is responsible for garbage collection and recycling
which is handled by the FN1°s Roads Department).

Roads and Bridges on the Reserve (This inctudes a works department
building that houses several vehicles including: loaders, dump trucks,
bulldozers, a grader, and a back hoe. 12 employees are employed to
maintain and repair the roads on the reserves).

Playgrounds (The FN1 operates a baseball field with bleachers including a
building which houses a change room and a canteen. The FN1 also

....[cont’d



20.

21.

22.
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provides three smaller playgrounds for use by its youth with slides and
swings and other playground equipment).

h. Tourism Facilities (The FN1 operates an amphitheater for presentations
and a trailer that provides information about the history of the FN1. The
FN1 patrols the beach located on the Reserve and keeps the beach clean
and removes excess vegetation).

The FN1 purchases water from the Town of Southampton. The water runs to a
booster substation, which is owned and operated by the FN1, and distributes the
water throughout the Reserve, The FN1 is responsible for the infrastructure to
accommodate this water supply.

The FN1 has installed a communications system on the Reserve, which provides
for constant telephone and internet access. The FN1 installed the fibre optics for
the system and the system is administered and maintained by the FNI.

Certain buildings and a sports centre owned and operated by the FN1Tare made
available for use by the FN1 Members. User fees and rental charges are levied for
the use of recreational and meeting facilities for certain activities. The FN1
establishes the user fees.

PROPOSED TRANSACTIONS:

23.

The First Nations have reached an agreement with Xco under which the First
Nations will acquire an interest in the Limited Partnership.

24. Yeo will transfer the Line to the Limited Partnership.

25.

26.

27.

28.

Bare Trustco will agree to hold title to the partnership interest as nominee and
agent for and on behalf of the First Nations. The shares of Bare Trustco will be
legally registered in the names of the Chiefs of each of the FNT1 and the FN2,
whom will hold the shares as nominee and agent for the FN1 and the FN2,
respectively.

evidenced in writing by the Draft Nominee Agreement.

There will be no transfer of partnership units or the issue of units to any person
other than an Eligible Person. '

The First Nations will contribute approximately $72 million to the Limited
Partnership for approximately a 34% interest in the Limited Partnership based on
the expected value of the assets at closing and LP Inc. and GP Inc. will
contribute approximately $141 million to the Limited Partnership for
approximately a 66% interest in the Limited Partnership based on the expected
value of the assets at closing,

....Jcont’d
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29. GP Inc. will negotiate, on behalf of the Limited Partnership, all contracts and
manage all projects and operations to which the Limited Partnership is a party in
respect of the Line.

30. The Limited Partnership will commence operations after the Ontario Energy
Board approves the transfer of the Line to the Limited Partnership, grants the
Limited Partnership a transmission licence and makes a transmission rate order
in favour of the Limited Partnership. Thereafier, the Limited Partnership will
make distributions and allocate income and losses to its partners from time-to-
time in accordance with the partnership agreement.

PURPOSES OF PROPOSED TRANSACTIONS
31. The purposes of the proposed transactions are as follows:

a) To generate a long-term source of income for the FN1 to support the
governance, public works and infrastructure needs of each community and to
promote economic development such that the FN1 will become economically
self-sufficient while maintaining a stewardship role over their lands.

b) To protect the FN1 from liability arising from activities related to the
Transmission Line.

¢) To provide employment and job training for Members of the FN1.
d) To support projects and activities for the general benefit of the FN1.

RULING GIVEN:

Provided that the preceding statements constitute a complete and accurate disclosure of
all of the relevant facts, proposed fransactions and purposes of the proposed transactions,
we rule as follows:

Because the FN1 is, and as long as it continues to be, a public body performing a
function of government in Canada within the meaning of paragraph 149(1)(c) of
the Act, and therefore exempt from tax under Part I of the Act, no tax will be
payable under Part I of the Act by the FN1 on income allocated to the FN1 by the
Limited Partnership in respect of the operation of the Line, carried on by the
Limited Partnership as a result of the proposed transactions described above.

The above advance income tax ruling, which is based on the Act in its present form and
does not take into account any proposed amendments thereto, is given subject to the
general limitations and qualifications set out in Information Circular 70-6R5, “Advance
Income Tax Rulings”, dated May 17, 2002, and is binding on the Canada Revenue
Agency (“CRA™) provided the Proposed Transactions are completed by December 31,
2014.

OPINION:

So long as Bare Trustco continues to hold the partnership interest in the Limited
Partnership as nominee and agent for the First Nations as described in paragraphs 25 and

.lcont’d
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26, the income allocated to Bare Trustco by the Limited Partnership on such partnership
interest will be the income of the First Nations and not the income of Bare Trustco for
purposes of computing income under Part | of the Act.

It is not the practice of the CRA to issue an income tax ruling on an issue related solely to
the common law. Therefore, nothing in this letter should be construed as implying that
the CRA has reviewed or agreed that the Draft Nominee Agréement creates an agency
relationship for income tax purposes.

CAVEAT:

Nothing in this letter should be construed as implying that the CRA has reviewed or
agreed:

o that the partnership agreement creates a legal partnership for income tax purposes;

* to the determination of the adjusted cost base, paid-up capital or fair market value
of any shares or other property referred to herein; or

s to any tax consequences relating to the facts and the Proposed Transactions
described herein other than those described in the rulings given above.

This letter is based solely on the facts and the proposed transactions described above.
The documentation submitted with your request does not form part of the facts and
proposed transactions and any references thereto are provided solely for the convenience
of the reader. A copy of this letter will be forwarded to the Charities Directorate of the
CRA.

Yours fruly,

R. Filion, CPA, CA

For Director

Business and Employment Division

Income Tax Rulings Directorate

Legislative Policy and Regulatory Affairs Branch
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Reference: CT13-0203
October 16, 2013

Ms. Kimberley Wharram

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario M5X 1B8

Dear: Ms. Wharram:

Re:
Request for Advance Ruling in respect of payments-in-lieu of federal
corporate tax and Ontario corporate tax under the Electricity Act, 1998 on
behalf of Hydro One Inc., Hydro One Networks Inc., the Chippewas of
Saugeen First Nation and the Chippewas of Nawash First Nation
(collectively, the Taxpayers”).

This is in reply to your letter dated January 25, 2013, your revised letters dated June 4,
2013 and September 17, 2013, and various e-mail correspondence, wherein you
requested an advance ruling in respect of payments-in-lieu of federal corporate tax and
Ontario corporate tax under the Electricity Act, 1998 on behalf of the Taxpayers.

The text immediately below and in the sections entitled “Defined Terms,” “Facts,”
“Proposed Transactions” and "Purpose of the Proposed Transactions” is similar to the
text in the corresponding sections of your revised letter dated June 4, 2013.
Notwithstanding your text, in certain instances where there is an inconsistency,
vagueness or other issue, the Ministry of Finance has made necessary changes or
made assumptions that may be contrary to your text.

This Ruling incorporates opinions provided by the Canada Revenue Agency. For clarity
purposes, the text in the section entitled “Inferchangeable Terms” lists the terms used
by the Mmlstry of Finance and the Canada Revenue Agency that have essentta[!y the
same meaning.

Where a reference does not specify a statute, the reference is to the applicable
provision of the ITA, as that provision applies for purposes of the Electricity Act. Also,
any reference to an election that is required to be filed under a provision of the ITA




should be read as a reference to the corresponding election that is to be filed under the
Electricity Act.

With respect to the Agreement in the defined terms below, the Ministry of Finance has
not reviewed the text of this document nor any attachments to it. Therefore, the Ministry
of Finance cannot confirm whether the provisions of the Agreement and its attachments
are consistent with the facts described in this letter.
To the best of the knowledge of the Taxpayers, none of the issues contained herein:

a. is in an earlier return of any of the Taxpayers or related persons; ,

b. is being considered by the Ministry of Finance in connection with a previously

filed return of any of the Taxpayers or related persons;
c. is under objection or appeal by any of the Taxpayers or related persons;
d. is before the courts or if a judgment has been issued, the time limit for appeal to
a higher court has not expired; and

e. is the subject of a ruling previously issued by the Ministry of Finance.
Interchangeable Terms
[n this letter, the following terms are interchangeable:

“Electricity Act” and “Act 17,

"OBCA” and “Act 4”;

“Bruce-to-Milton LP” and “Partnership”;

“First Nations” and “Group”;

“Chippewas of Saugeen First Nation” and Sub-Group 1”;

“Chippewas of Nawash First Nation” and Sub-Group 27;

“Hydro One” and “Parentco”;

‘HONI” and “Subco”;

“GPco” and General Partner”,;

“HO LPco” and “Limited Partner”;

“SON LPc¢o” and "Holdco”;

"BtoM LP Promissory Note" and “Promissory Note 17

“GPco Promissory Note” and “Promissory Note 27

“LP Promissory Note” and “Promissory Note 37;




“Newco Note Receivable” and “Promissory Note 47,

“‘BtoM Project Assets” and “Project Assets”

“Line” and “Infrastructure”;

“GPco Equity Ratio” and “General Partner Equity Ratio”;

“SON Equity Rz;ltio” and “Holdco Equity Ratio™;

“SON Equity Contribution Amount” and “Holdco Equity Contribution Amount”;
“BtoM Project Asset Value” and “Project Asset Value”,

“OEB Act” and “Act 2”;

“Board” and “OEB”;

“LPA” and "Amended Partnership Agreement”.

Defined Terms

[n this letter, the following terms have the meanings specified below:
“ACB” means adjusted cost base as that term is defined in section 54,
“Accumulated Profits” has the meaning indicated in paragraph 23 of Interpretation
Bulletin IT-533 (“Interest Deductibility and Related Issues”) and for greater certainty,
no amounts are included in the Accumulated Profits of a corporation as the result of
dividends received unless such dividends were paid out of the payer's Accumulated
Profits;
“Act 1” means the Electricity Act, 1998 (Ontario);
“Act 2” means the Ontario Energy Board Act;
“Act 3" means the Indian Act;
“Act 4" means the Business Corporations Act (Ontario);
“Agreed Amount” in respect of an Eligible Property means the amount that the
transferor and transferee of the property have agreed upon in an election under
subsection 85(1) or 97(2), as the case may be, in respect of that property;
"Agreement" means the Anishnaabekiing Naagnigewin Agreement made between
HONI and the First Nations dated June 18, 2012, as such agreement may be

amended from time to time by letter agreement or otherwise;

“Amended Partnership Agreement” means the amended and restated limited
partnership agreement in respect of the Partnership;




"APA" means the asset purchase agreement providing for the transfer of the BtoM
Project Assets from HONI to the Bruce-to-Milton LP;

“Applicable Borrower” means Limited Partner or another corporation that is related to
Limited Partner, other than Parentco;

"Approvals" means the licences, orders and other matters listed in Attachment "A"
to the Agreement;

"Approvals Date"” means the date that each of the conditions precedent set out in
Section 3.2 of the Agreement has been satisfied (or otherwise waived in writing by
the Parties) as confirmed in writing by the First Nations and HONI;

“Board” means the Ontario Energy Board;

“Board Approvals” means the approvals and orders requested from the Board
described in paragraphs 12(b), 12(c) and 12(e);

"Bruce-to-Milton LP" means a limited partnership within the meaning of the Limited
Partnerships Act (Ontario), to be comprised, as of the Closing, of two limited
partners, SON LPco and HO LPco and one general partner, GPco;

"BtoM LP Promissory Note" has the meaning given to it in paragraph 14(e) of this
letter;

"BtoM Project Assets” means the assets comprising the Line, including the LP Line
Property Rights, but excluding sub-station facilities and all the assets relating to the
connection of the Line to HONI's remaining structural assets;

"BtoM Project Asset Value" means the aggregate FMV of the BtoM Project Assets
as of Closing which was estimated to be approximately $532 million as of September
2013, which includes HONI's final construction and development costs that are to
be incurred prior to Closing (subject to such inclusions or exclusions as may be
imposed by the Board in connection with the rate application filed by the Bruce-to-
Milton LP as contemplated in the Agreement),

“Canadian Partnership” has the meaning assigned by subsecﬁon 102(1);

“Capital of the Newco Shares” at any time means an amount not exceeding the
Agreed Amounts described in paragraph 14(j);

"Closing" means the time when the transactions described in paragraphs 14(a) and
14(c) to (o) are undertaken,

“Cost Amount” has the meaning assigned by subsection 248(1);

"CRA" means the Canada Revenue Agency;




“Daylight Loan” means the loan granted to Subco in an amount equal to the principal
amount of Promissory Note 3, which is not convertible into shares of Subco and
bears interest at fixed rate that does not vary with the profits of Subco;

"Deemed Dividend" has the meaning given to it in Paragraph G of the Rulings Given
in this letter;

"Dividends” has the meaning given to it in Paragraph H of the Rulings Given in this
letter;

“Dividend Rental Agreement” has the meaning assigned by subsection 248(1);

"Effective Hydro One Equity Amount" means the amount calculated by multiplying
the BtoM Project Asset Value by 40% and multiplying such amount by the Hydro
One Equity Ratio;

“Elected Amount” in respect of a Qualifying Property means the amount that the
transferor and transferee of the property have agreed upon in an election under
subsection 97(2);

"Electricity Act" means the Electricity Act, 1998 (Ontario);

“Eligible Property” has the meaning assigned by subsection 85(1.1);

“Excepted Dividend” has the meaning assigned by section 187.1;

“Excluded Dividend” has the meaning assigned by section 191;

“Excluded LP Units” means such number of LP Units as has an aggregate fair
market value on Closing equal to the Initial HO LPco Equity Investment;

“Facility” means the Bruce Power facility located in Kincardine;

“Financial Intermediary Corporation” has the meaning assigned in subsection
191(1);

“First Nations” means the Chippewas of Saugeen First Nation and the Chippewas of
Nawash First Nation;

“FMV” means fair market value, which refers to the amount, expressed in money
terms, that is the highest price available in an open and unrestricted market between
informed and prudent parties dealing at arm’s length;

“General Partner’ means B2M GP Inc., which is governed by Act 4, is wholly-owned
directly or indirectly by Parentco and is the general partner of the Partnership;

“General Partner Equity Ratio” means the percentage equal to 99.9% minus the
Holdco Equity Ratio;

"GPco" means B2M GP Inc., an OBCA corporation created and owned directly or
indirectly by Hydro One to function as the general partner of the Bruce-to-Milton LP;
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"GPco Equity Ratio” means the percéntage equal to 99.9% minus the SON Equity
Ratio;

"GPco Promissory Note" has the meaning given to it in Paragraph 14(d) of this
letter;

“Group” means Sub-Group 1 and Sub-Group 2 (jointly);

“Holdco” means 1893080 Ontario Inc. (to be renamed the Saugeen Ojibway Nations
Finance Corporation) resident, at all times, in Canada and governed by Act 4. It wili
be owned directly by the Group and will act as bare trustee for the Group in respect

of its participation in the ownership and the distribution of the amounts derived from

the operation of the Infrastructure;

“Holdco Equity Contribution Amount” means the amount to be contributed by Holdco
as a capital contribution to the Partnership on the Closing, which shall be: (i} no less
than 5% of the amount which is equal to 40% of the Project Asset Value and (i) no
greater than $72,000,000;

“Holdco Equity Ratio” means the percentage determined by dividing the Holdco
Equity Contribution Amount by the amount which is equal to 40% of the Project
Asset Value (each as finally determined prior to the Closing);

"HO LPco" means Hydro One B2ZM LP Inc., an OBCA corporation created and
owned directly or indirectly by Hydro One to hold a limited partnership interest in the
Bruce-to-Milton LP;

“HO LPco Equity Ratio” means 0.1%;

"HONI" means Hydro One Networks Inc., a corporation with share capital
incorporated under, and governed by, the provisions of the OBCA, all of the issued
and outstanding shares of which are owned by Hydro One;

"HONI Dividend" has the meaning given to it in paragraph 14(1) of this letter;

"HONI Line Real Property" means all interests in real property or licenses over real
property interests in respect of the Line owned or controlled by HONI;

"Hydro One" means Hydro One Inc., a corporationwith share capital
incorporated under, and governed by, the provisions of the OBCA,

"Hydro One Debt" has the meaning given to it in paragraph 14(1) of this letter;

“Hydro One Equity Ratio" means the percentage equal to 100% minus the SON
Equity Ratio;

“Infrastructure” means the high-voltage electrical transmission tower line with circuit
number B561M and that portion of the high-voltage electrical transmission tower line
with circuit number B560V spanning from Subco’s switchyard at the Facility to the
Substation;




"Initial HONI| Equity Investment" means an amount equal to 40% of the Tax Cost of
the BtoM Project Assets to HONI at the time of the transfer described in paragraph
14(a) less an amount equal to the SON Equity Contribution Amount;

"Initial LPco Equity Investment” means an amount equal to the BtoM Project Asset
Value multiplied by 40% times the LPco Equity Ratio;

“Interim Loan" has the meaning given to it in paragraph 14(p) of this letter and is a
non-convertible loan in an amount equal to the Holdco Equity Contribution Amount
that will bear interest at a fixed rate that will not vary with the profits of Applicable
Borrower,;

"ITA" means the Income Tax Act,R.S.C. 1985 (5" Supp.) c.1, as amended to the date
hereof, and unless otherwise indicated, every reference herein to a part, section,
subsection, paragraph, subparagraph or clause is a reference to the relevant
provision of the ITA;

“Limited Partner" means Hydro One B2M LP Inc., which is governed by Act 4, which
is wholly-owned directly or indirectly by Parentco and the initial limited partner of the
Partnership;

“Limited Partner Units” means such number of Units having an aggregate FMV on
the Closing equal to 40% of the Project Asset Value times 0.1 %;

"Line" means the high-voltage electrical transmission tower line with circuit number
B561M and that portion of the high-voltage electrical transmission tower line with circuit
number B560V spanning from HONI's switchyard at the Bruce Power Nuclear Generating
Facility located in Kincardine, Ontario to HONI's switchyard in Miiton, Ontario;

"LP Line Property Rights" means the portion of the HONI Line Real Property to be
transferred or licensed to the Bruce-to-Milton LP in accordance with the Agreement
which are required to operate and maintain the BtoM Project Assets;

“LP Promissory Note" "LP Promissory Note" means a promissory note issued by the
Bruce-to-Milton LP to HONI having a principal amount equal to the lesser of (i) the
Tax Cost of the BtoM Project Assets; and (ii) an amount equal to the excess of the
FMV of the BtoM Project Assets transferred to the Bruce-to-Milton LP as described
in Paragraph 14(a) over the excess of 40% of the Tax Cost of the BtoM Project
Assets to HONI at the time of such transfer over the SON Equity Contribution
Amount, and bearing interest at a rate based on the interest rate of debt issued by
Hydro One to arm’s length parties at commercial terms, as may be adjusted from
time to time;

"LP Units" means the partnership units representing the partnership interests in the
Bruce-to-Milton LP;

"LPA" means the amended and restated limited parinership agreement in respect of
the Bruce-to-Milton LLP as may be amended from time to time;

"LPco Equity Ratio" means 0.1 %);




“Majesty” means Her Majesty in right of Ontario;

“Newco” means Hydro One B2M Holdings Inc., which is governed by Act 4. Itis
owned directly or indirectly by Parentco and will, following the completion of the
Proposed Transactions, hold shares in Limited Partner and General Partner;

“Newco Common Shares” has the meaning assigned by Paragraph 14(m);
“Newco Preferred Shares” has the meaning assigned by Paragraph 14(j);

“Newco Note Receivable” has the meaning given to it in Paragraph 14(m) of this
letter;

"OBCA" means the Business Corporations Act (Ontario);
"OEB" means the Ontario Energy Board;
"OEB Act" means the Ontario Energy Board Act;

"Operating Agreement” means the agreement to be entered into between GPco on
behaif of the Bruce-to-Milton LP and HONI providing, among other things, for the
operation of the Line;

“Operating Services” refers to the services required to operate the Infrastructure
including, without limitation, all operating, maintenance, repair and refurbishment
and including, without limiting the generality of the foregoing, all services in relation
to the monitoring and control of the transmission of electricity across the
Infrastructure;

“QOutstanding Promissory Notes” means the BtoM LP Promissory Note, the GPco
Promissory Note and the Newco Note Receivable;

“Paragraph” means a numbered paragraph in this letter;

“Parentco” means Hydro One Inc., which is a corporation with share capital
governed by Act 4 which is wholly-owned by the Province of Ontario, is exempt from
tax by virtue of paragraph 149(1)(d) and carries on electricity tfransmission,
distribution, energy services and telecommunications services activities through its
subsidiaries;

“Partnership” means B2M Limited Partnership, a limited partnership arrangement
within the meaning of the Limited Partnerships Act (Ontario), to be comprised,
following the completion of the Proposed Transactions, of two limited partners,
Limited Partner and Holdco (as bare trustee for the Group) and a general partner
referred as General Partner, which will be, at all times, resident in Canada;

“Payments” means the payments required to be paid under subsection 89(1) of Act
1, equal to the amount of tax payable under the Act by Parentco, Subco, Newco,
General Partner or Limited Partner had such entities not been exempt under
subsection 149(1) from the payment of tax;




“Project Assets” means the assets comprising the Infrastructure, including the
Property Rights, but excluding sub-station facilities and all the assets relating to the
connection of the Infrastructure to Subco's remaining structural assets (individually
referred to as “Project Asset”);

“Project Asset Value” means the aggregate FMV of the Project Assets as of Closing
which was estimated to be approximately $532 million as of September 2013, which
includes Subco’s final construction and development costs that are to be incurred
prior to Closing (subject to such inclusions or exclusions as may be imposed by the
Board in connection with the rate application filed by the Partnership as
contemplated in the Agreement);

“Promissory Note 1" means a promissory note issued by the Partnership to General
Partner as described in Paragraph 14(e), having a principal amount equal to the
amount by which Project Asset Value exceeds the amount calculated by multiplying
40% of the Project Asset Value by the excess of 100% over the Holdco Equity Ratio,
bearing interest at the same rate as applicable to Promissory Note 3, as may be
adjusted from time to time;

“Promissory Note 2" means a promissory note issued by General Partner to Subco,
which bears interest at the same rate as applicable to Promissory Note 3, less an
interest rate spread, if any, to be determined by Subco and General Partner, as may
be adjusted over time;

“Promissory Note 3" means a promissory note issued by the Partnership to Subco
having a principal amount equal to the lesser of (i) the Tax Cost of the Project
Assets; and (ii} an amount equal to the excess of the FMV of the Project Assets
transferred to the Partnership as described in Paragraph 14(a) over the excess of
40% of the Tax Cost of the Project Assets to Subco at the time of such transfer over
the Holdco Equity Contribution Amount, and bearing interest at a rate based on the
interest rate of debt issued by Parentco to arm’s length parties at commercial terms,
as may be adjusted from time to time;

“Promissory Note 4" means a promissory note issued by Newco to Parentco having
a principal amount equai to the amount by which the initial principal amount of
Promissory Note 2 as described in Paragraph 14(d) exceeds the Holdco Equity
Contribution Amount and with terms identical to Promissory Note 2 except that the
interest rate accruing on Promissory Note 4 may be lower than the interest rate
under the Promissory Note 2 by an interest rate spread to be determined by
Parentco and Newco;

“Property Rights” means the portion of the Subco Real Property to be transferred or
licensed to the Partnership in accordance with the Agreement which is required to
operate and maintain the Project Assets;

“PILs" has the meaning given to it in Paragraph 3 of this letter,

"Province" means Her Majesty in right of Ontario;

‘Proposed Transactions” means the transactions described in the Proposed
Transactions section of this letter;




"PUC" means paid-up capital as that term is defined in subsection 89(1);

“Qualifying Property” means a capital property, Canadian resource property, foreign
resource property, eligible capital property or inventory;

“Redemption Value” means an amount equal to the aggregate FMV of the General
Partner shares, Limited Partner shares, Limited Partner Units and the outstanding
balance of Promissory Note 2 at the time described in Paragraph 14(j);

“‘Regulation” means Ontario Regulation 140/09 made under Act 1,
“Restricted Financial Institution” has the meaning assigned by subsection 248(1);

"series of transactions or events" has the extended meaning assigned by
subsection 248(10) of the ITA,

"SON Equity Contribution Amount” means the amount to be contributed by SON
LPco as a capital contribution to the Bruce-to-Milton LP on Closing, which shall be:
(i} no less than 5% of the amount which is equal to 40% of the BtoM Project Asset
Value and (ii) no greater than $72,000,000;

"SON Equity Ratio" means the percentage determined by dividing the SON Equity
Contribution Amount by the amount which is equal to 40% of the BtoM Project
Asset Value (each as finally determined prior to Closing);

"SON LPco" means the 1893080 Ontario Inc. {(which will be renamed Saugeen Ojibway
Nation Finance Corporation), an OBCA corporation to be owned directly by the First
Nations to hold a limited partnership interest in the Bruce-to-Milton LP, as bare
trustee for the First Nations;

“Specified Financial Institution” has the meaning assigned by subsection 248(1);

*Subco” means Hydro One Networks Inc., a corporation governed by Act 4 which
carries on electricity transmission and distribution activities in Ontario that were
previously carried on by Ontario Hydro and which is exempt from tax under Part | by
virtue of paragraph 149(1)(d.2);

“Subco Real Property” means all interests in real property or licenses over real
property interests in respect of the infrastructure owned or controlled by Subco;

“Sub-Group 1” means the Chippewas of Saugeen First Nation;

“Sub-Group 1 Board” means the Chippewas of Saugeen First Nation Band Council,
a democratically elected executive and governing body, which represents Sub-
Group 1 in all matters under its jurisdiction;

“Sub-Group 2" means the Chippewas of Nawash First Nation;

“Sub-Group 2 Board” means Chippewas of Nawash First Nation Band Council, a
democratically elected executive and governing body, which represents Sub-Group
2 in all matters under its jurisdiction;
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"Substation” means Subco’s switchyard located in Milton, Ontario;

"Tax Cost" means the aggregate of all amounts in respect of each BtoM Project
Asset that is equal to the lesser of the capital cost of that BtoM Project Asset to
HONI and the undepreciated capital cost of property of HONI of the capital cost
allowance class to which that BtoM Project Asset belongs;

“Taxable Canadian Corporation” has the meaning assigned by subsection 89(1);
“Taxable Dividend” has the meaning assigned by subsection 89(1),

“UCC" means undepreciated capital cost and has the meaning assighed to
subsection 13(21); :

“Units” mean the partnership units representing the partnership interests in the
Partnership;

"Unrelated Person", with respect to a disposition of property or a significant
increase in a person's or partnership’s interest in a corporation, means a person or
partnership that is an "unrelated person" with reference to HONI or Hydro One, as
applicable, within the meaning of paragraph 55(3.01 }(a) of the ITA immediately
before that disposition or significant increase (as the case may be);

“Utility” means a municipal electric utility as defined in section 88 of Act 1.

Facts
Hydro One and HON/

1. Hydro One is a corporation that has been created by the Province pursuant to
and for the purposes of the Electricity Act. Hydro One is principally a holding
corporation, owing shares in a number of wholly-owned subsidiaries which carry
on electricity transmission, distribution, energy services and telecommunications
services businesses. HONI, Hydro One’s direct wholly-owned subsidiary, carries
on the electricity transmission and distribution business in Ontario that was
previously carried on by the former Ontario Hydro. Hydro One was incorporated
under and is governed by the provisions of the OBCA.

2. All of the issued and outstanding shares of Hydro One are held by the Province.
As a result, Hydro One is currently exempt from tax under Part | of the ITA by
virtue of paragraph 149(1)(d). HONI was incorporated under and is governed by
the provisions of the OBCA in order to carry on the electricity transmission and
distribution business in Ontario.

In addition, because all of the issued and outstanding shares of HONI are owned
by Hydro One, HONI is currently exempt from tax under Part | of the ITA by virtue
of paragraph 149(1)(d.2)
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3. Hydro One and HONI are subject to subsections 89(1) and 90(1) of the Electricity
Act and as such make payments in lieu of federal corporate tax and provincial
corporate tax ("PILs") respectively.

The First Nations

4. The Chippewas of Saugeen First Nation are a band within the meaning of the
Indian Act (Canada) represented by the Chippewas of Saugeen First Nation
Band Council. The Chippewas of Nawash First Nation are a band within the
meaning of the Indian Act (Canada) represented by the Chippewas of Nawash
First Nation Band Council. Collectively, these parties are referred to as the First
Nations.

5. Each First Nation is governed by a democratically elected Chief and band
councillors. The Chief and band councillors for each First Nation represent the
First Nations in all matters. The First Nations provides and administers an
extensive list of public works, social services and infrastructure programs.

6. Each of the First Nations has passed by-laws pursuant to section 81 of the Indian
Act. Each First Nation has an Order-in-council under Section 69 of the Indian Act,
giving it permission to control, manage or expend its revenues.

7. As a public body performing a function of government in Canada, each First
Nation is exempt from tax levied under Part | of the ITA by virtue of paragraph
149(1)(c) of the ITA.

Proposed Transactions

8. Hydro One has incorporated a new corporation, SON LPco. The authorized
capital of SON LPco consists of an unlimited number of common shares. In
connection with the incorporation of SON LPco, Hydro One acquired 2 common
shares of SON LPco for $2. In 2013, Hydro One will sell all of its shares in SON
LPco to the First Nations, for a price equal to the fair market value of such shares
at the time of transfer (such fair market value being equal to the costs of
incorporation plus two dollars), subject to adjustment in the event of a
reassessment by the tax authorities or otherwise upon the agreement of Hydro
One and the First Nations.

SON LPco will be used by the First Nations as a single purpose holding company
through which the First Nations will participate as a limited partner in the Bruce-
to-Milton LP. The business of SON LPco will be restricted to the holding of the
First Nation’s limited partnership interest in the Bruce-to-Milton LP. SON LPco
will act as a bare trustee for the First Nations.

9. HONI has incorporated and organized a new subsidiary as HO LPco, through
which HONI will participate as a limited partner in the Bruce-to-Miiton LP. The
authorized capital of HO LPco consists of an unlimited number of common
shares. In connection with the incorporation of HO LPco, HONI acquired 1
common shares of HONI for $1.
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As a wholly-owned subsidiary of HONI, and later, indirectly as a wholly-owned
subsidiary of Hydro One, HO LPco is subject to the PiLs tax regime.

10. HONI has incorporated and organized a new subsidiary, GPco, to act as the
general partner in the Bruce-to-Milton LP and manage and operate the Line. The
authorized capital of GPco consists of an unlimited number of common shares.

In connection with the incorporation of GPco, HONI acquired 999 common shares
of GPco for $999. As a wholly-owned subsidiary of HONI, and later, indirectly as
a wholly-owned subsidiary of Hydro One, GPco is subject to the PlLs tax regime.

11. HO LPco and GPco have created and organized the Bruce-to-Miiton LP pursuant
to the Limited Partnerships Act, Ontario wherein HO LPco is the initial limited
partner and GPco is the general partner. The initial capital shall be $1,000 and
the partnership interests of GPco and HO LPco shall be 99.9% and 0.1%
respectively, represented by 998 LP Units and 1 LP Unit, respectively.

12. Following the execution of the Agreement:

a. The First Nations shall use commercially reasonable efforts to obtain a
commitment for financing in an amount sufficient to enable the First
Nations to -meet the payment and investment obligations set out in Section
3.4 of the Agreement on terms and conditions satisfactory to the First
Nations and HONI, including with respect to security obligations and
lender step-in rights;

b. GPco, on behaif of the Bruce-to-Milton LP, will apply for a transmission
licence to operate the BtoM Project Assets following the transfer of the
BtoM Project Assets from HONI to the Bruce-to-Milton LP to occur on the
Closing;

c. HONI has applied (with the co-operation and support of the Bruce-to-
Milton LP and the First Nations as may be necessary) under s.86 of the
OEB Act for approval to transfer the BtoM Project Assets to the Bruce-to-
Milton LP effective on the Closing;

d. GPco, on behalf of the Bruce-to-Milton LP, will enter into an operating
agreement with HONI on terms and conditions satisfactory to First Nations
and HONI (the "Operating Agreement"} pursuant to which HON! will perform
Operating Services in consideration for the operation fees determined by
sections 3.3 and 3.4 of the Operating Agreement;

e. GPco on behalf of the Bruce-to-Milton LP, (with the co-operation and
support of the Parties hereto as may be necessary) will apply for a first
transmission rate order from the OEB anticipating the transfer of the BtoM
Project Assets from HONI to the Bruce-to-Milton LP on Closing; and

the parties shall otherwise apply for and pursue the Approvals as indicated in the
Agreement with the full co-operation and support of each other Party.
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13. The completion of the transactions contemplated by this letter are, unless
otherwise waived in writing by the parties, subject to a number of conditions
precedent, including the receipt of rulings from the Ministry of Finance in respect
of the taxation of the Proposed Transactions under the Tax Statutes.

14. After the Approvals Date, the following transactions shall occur:

a. HONI will transfer to the Bruce-to-Miiton LP the BtoM Project Assets in
exchange for (i) the issuance of LP Units of the Bruce-to-Milton LP, at a
price of one dollar ($1.00) per unit, subject to adjustment, and (ii) the LP
Promissory Note. The LP Units will have an aggregate FMV equal to the
excess of the aggregate FMV of the BtoM Project Assets over the
principal amount of the LP Promissory Note. In any event, the principal
amount of the LP Promissory Note will not exceed the aggregate Tax Cost
of the BtoM Project Assets to HONL. In conjunction with the APA, HONI
and the partners of the Bruce-to-Milton LP shall duly execute and file an
election under subsection 97(2) of the ITA (as that provision applies for
purposes of the Electricity Act) so that such transfer will occur on a tax
deferred basis to HONI. In particular, the portion of the LP Promissory
Note allocated to any particular asset or ¢lass of assets, and the elected
amount for each particular asset or class of assets, will not exceed the
Tax Cost of such asset or class of assets to HONI.

The APA will contain a price adjustment clause providing for an
adjustment to the purchase price, the consideration and/or the elected
amount under the tax election in respect of the transfer in the event of a
reassessment by the tax authorities or otherwise upon the agreement of
HONI and the Bruce-to-Milton LP. If Honi transfers (rather than licenses)
the LP Line Property Rights, Honi will transfer the beneficial interest and
will hold legal title as nominee for and on behalf of the Bruce-to-Miiton LP;

b. Hydro One has incorporated Newco and subscribed for 100 common
shares for $100. Newco will reside in Canada and will be exempt from the
obligation to pay tax by virtue of paragraph 149(1)(d.2),

c. HONIwill borrow from a bank, on a daylight basis, or from Hydro One,
cash under the Daylight Loan;

d. HONI will contribute to GPco (i) the cash it received under the Daylight
Loan and (ii) the LP Units received by HONI pursuant to the APA, (other
than the Excluded LP Units), in exchange for (iii) additional common
shares of GPco having an FMV equal to the excess of the Effective Hydro
One Equity Amount over the FMV of the Excluded LP Units, and (iv) a
promissory note from GPco in the principal amount equal to the BtM
Project Asset Value less the Effective Hydro One Equity Amount, and
bearing interest at same rate as the rate as applicable to the LP
Promissory Note, less an interest rate spread, if any, to be determined by
HONI and GPco, as it may be adjusted from time to time (the “GPco
Promissory Note"), provided that, in any event, the principal amount of the
GPco Promissory Note will not exceed the amount of the cash amount
contributed by HONI to GPco.
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HONI and GPco shall duly execute and file an election under subsection
85(1) of the ITA (as that provision applies for purposes of the Electricity
Act) so that such transfer of the L.P Units will occur on a tax deferred basis
to HONI. In particular, the elected amount for the LP Units will not exceed
the adjusted cost base of those LP Units to HONL. The terms of HONI's
contribution to GPco will contain a price adjustment clause providing for
an adjustment to the subscription price, the consideration and/or the
elected amount under the tax election in respect of the transfer to GPco in
the event of a reassessment by the tax authorities or otherwise upon the
agreement of HONI and GPco;

. GPco will transfer a cash amount to Bruce-to-Milton LP in the amount that
was borrowed by HONI under the Daylight Loan and in return shall receive
additional LP Units as well as a promissory note in the principal amount
equal to the BtoM Project Asset Value minus the Effective Hydro One
Equity Amount and bearing interest at a rate equal the same rate as
applicable to the LP Promissory Note as may be adjusted from time to
time (the “BtoM LP Promissory Note”). The principal amount of the BtoM
LP Promissory Note will equal the principal amount of the GPco
Promissory Note;

HONI will cause HO LPco and GPco to enter into the LPA, and First
Nations will cause SON LPco (as bare trustee for First Nations) to enter
into the LPA, and SON LPco (as bare trustee for First Nations)} will
make a capital contribution to the Bruce-to-Milton LP in the amount equal
to the SON Equity Contribution Amount and in return shall receive (as
bare trustee for First Nations) such number of LP Units such that (i) the
total number of LP Units held by SON LPco (as bare trustee for First
Nations) will be equal to the total issued and outstanding LP Units
multiplied by the SON Equity Ratio; (ii) the total number of LP Units
held by GPco (including, for greater certainty, those issued under
Section 3.4(c) of the Agreement) will be equal to the total issued and
outstanding LP Units multiplied by the GPco Equity Ratio; and (iii) the
total number of LP Units held by HO LPco (following the transfer
described in Paragraph 14(k) below) will be equal to 0.1% of the total
issued and outstanding LP Units.

. The Bruce-to-Milton LP will pay to HONI a cash amount equal to the
principal amount of the LP Promissory Note in full satisfaction of the LP
Promissory Note held by HONI in connection with the APA;

. The Bruce-to-Miiton LP will pay such portion of the BtoM LP Promissory
Note such that the principal amount of the BtoM LP Promissory Note will,
after such payment, be equal to 60% of the BtoM Project Asset Value;

GPco will utilize the funds received from the Bruce-to-Milton LP to pay a -
portion of the GPco Promissory Note;

HONI will transfer all of its shares owned in HO LPco and GPco, the GPco
Promissory Note and the LP Units that HONI owns to Newco and will
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receive from Newco preferred shares (“Newco Preferred Shares”) having
a fair market value equal to the aggregate fair market value of the HO
LPco shares, GPco shares, LP Units and GPco Promissory Note
acquired by Newco.

HONI and Newco wili duly execute and file an election under subsection
85(1) of the ITA (as that provision applies for purposes of the Electricity
Act) so that such transfer of the HO LPco and GPco shares, the GPco
Promissory Note and the LP Units will occur on a tax deferred basis to
HONIL. In particular, the elected amounts will not exceed the respective
adjusted cost bases of the HO LPco shares, GPco shares, the GPco
Promissory Note and the LP Units transferred to Newco.

The terms of the Agreement of Purchase and Sale will contain an
adjustment clause providing for an adjustment to the elected amount under
the tax election in respect of the transfer to Newco in the event of a
reassessment by the tax authorities or otherwise upon the agreement of
HONI and Newco. In addition, the terms of the Newco Preferred
Shares will provide for an adjustment to the redemption price of the
Newco Preferred Shares in the event of a reassessment by the tax
authorities or otherwise upon the agreement of HONI and Newco;

. Newco will transfer to HO LPco all of the LP Units it received from HONI

as described in Paragraph 14(j) and will receive common shares of HO
LPco having a fair market value equal to the fair market value of such LP
Units;

Newco and HO LPco will duly execute and file an election under
subsection 85(1) of the ITA (which provision applies for purposes of the
Electricity Act) so that such transfer of the LP Units will occur on a tax
deferred basis to Newco. In patticular, the elected amount will not exceed
the adjusted cost base of the LP Units to Newco. The terms of the
Agreement of Purchase and Sale will contain an adjustment clause
providing for an adjustment to the elected amount under the tax election in
respect of the transfer to HO LPco in the event of a reassessment by the
tax authorities or otherwise upon the agreement of Newco and HO LPco;

HONI will pay cash to Hydro One in an amount equal to the Redemption
Value of the Newco Preferred Shares in the form of a taxable dividend
{the "HONI Dividend") and/or as a repayment of debt owing by HONI to
Hydro One. Alternatively, Hydro One may borrow all or a portion of the
amount it requires to fund the payment described in Paragraph 14(m)
from one or more third parties (the "Hydro One Debt"). The Hydro One
Debt will not be convertible and will bear interest at a fixed rate that does
not vary based on Hydro One's profits;

. Hydro One will transfer the entire amount of cash received from HONI
and/or as proceeds from the Hydro One Debt to Newco and will receive,

i. A notereceivable ("Newco Note Receivable") having a fair market
value, principal amount equal to, and terms identical to, the GPco
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Promissory Note held by Newco, except that the interest rate may be
lower than the interest rate under the GPco Promissory Note by an
interest rate spread to be determined by Hydro One and Newco; and

ii. Common shares inthe capitalof Newco ("Newco Common Shares")
having a fair market value and tax basis equal to the aggregate
fair market value of the HO LPco shares and the GPco shares
held by Newco;

n. Newco will redeem the Newco Preferred Shares held by HONI utilizing the
cash obtained from the Hydro One investment as described in Paragraph
14(m);

0. HONI will utilize the funds received on the redemption of the Newco
Preferred Shares and, if necessary, the amount received as partial
repayment of the GPco Promissory Note to repay the Daylight Loan;

p. Ifthe First Nations have, under the financing described in Paragraph
12(a), received an advance of funds from third party lenders prior to the
grant of the Board Approvals Approvals, SON LPco (as bare trustee for
the First Nations) will make the Interim Loan to HO LPco (or another
corporation that is related to HO LPco, other than Hydro One) in an
amount equal to the SON Equity Contribution Amount. On Closing, the
applicable borrower will repay the Interim Loan and SON LPco (as bare
trustee for the First Nations) will use the proceeds from that repayment to
make the capital contribution to the Bruce-to-Milton LP described in
Paragraph 14(f).

Purpose of the Proposed Transactions

The purpose of the Proposed Transactions is to allow the First Nations to invest in, and
to earn income through the acquisition of an equity participation in the Bruce to Milton
electricity transmission line, an important infrastructure project which traverses the
traditional lands of the First Nations,; establish the relationship between HONI and the
First Nations with respect to the operation and ownership of the Bruce to Milton
electricity transmission line; establish the appropriate regulatory debt to equity ratio; and
to retain the taxable income allocated to HO LPco and GPco within the PlLs tax regime.

Parentco will participate, indirectly through Subco (and subsequently Newco), in the
Partnership through a separate wholly-owned subsidiary, General Partner, in order to
facilitate future compliance with regulatory requirements for the regulated entities. The
Infrastructure is the first transmission asset that Parentco, Subco or Newco will own
through a paitnership vehicle with the Group.

All of the transmission assets owned by Subco are solely owned by it. It will assist

Subco in its regulatory compliance to account for and report on its own transmission
operations on the basis that alt of its assets are solely owned.
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Additional Assumptions

For the purposes of this letter, it is assumed that, at all relevant times:

1.

Each of Hydro One, HONI, HO LPco , GPco and Newco is subject to PlLs
pursuant to sections 89 and 90 of the Electricity Act;

For the purposes of the ITA and Taxation Act, 2007 (Ontario), as those
statutes apply for the purpose of calculating PlLs under the Electricity Act:

a.

All transactions described in the letter are pért of a single series of
transactions;

The Bruce-to-Miiton LP is a Canadian partnership;

Each of Hydro One, HONI, HO LPco , GPco, Newco, SON LPco and the
First Nations is resident in Canada;

Each of Hydro One, HONI, HO LPco , GPco, Newco and SON LPco would
be a taxable Canadian corporation but for section 149 of the ITA;

Hydro One, HONI, HO LPco , GPco and Newco are related persons;

The properties transferred in the transaction referred to in Paragraph 14(a)
are capital property or eligible capital property of HONI;

The properties transferred in each of the transactions referred to in
Paragraphs 14(d), 14(j) and 14(k) are eligible property under subsection
85(1.1}) of the ITA;

The HONI Dividend, and any other dividends arising as a resulit of the
contemplated transactions, are taxable dividends;

Each of the BtoM LP Promissory Note and the LP Promissory Note create
a legal obligation for the Bruce-to-Miiton LP to pay interest at a
commercial rate in exchange for the use of money; and

The proceeds from the BtoM LP Promissory Note will be used to repay the
LP Promissory Note.

3. Neither Newco nor Subco is or will be, at any time during the Series of

Transactions or Events that includes the Proposed Transaction, a Specified

Financial Institution, a Restricted Financial Institution or a corporation described

in any of paragraphs (a) to (f} of the definition of Financial Intermediary
Corporation,

4. The Newco shares are not the subject of:

a.

b.

any undertaking that is a guarantee agreement;

a Dividend Rental Arrangement;
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c. any secured undertaking of the type described in paragraph 112(2.4)(a).

5. The Newco shares were not issued for consideration that is or includes:

a. an obligation of the type described in subparagraph 112(2.4)(b)(i),
other than an obligation of a corporation that is related (otherwise
than by reason of a right referred to in paragraph 251(5)(b)) to
Newco; or

b. any right of the type described in subparagraph 112(2.4)(b)(ii).

6. None of the Outstanding Promissory Notes are related to the acquisition of
the Limited Partner's interest in the Partnership and each Promissory Note
will be issued for commercial reasons and on commercial terms;

7. In areport issued on December 20, 2006 {Report of the Board on Cost of
Capital and 2nd Generation Incentive Regulation for Ontario’s Electricity
Distributors), the Board concluded that for ratemaking purposes, a single capital
structure for all distributors is appropriate. The Board has determined that a
split of 60% debt, 40% equity be used for alf distributors. When approving or
refusing to approve capital structures set out in applications by transmitters, the
Board determines the capital structure on a case-by-case hasis (OEB Report EB-
2009-0084 on the Cost of Capital for Ontario's Regulated Utilities, paragraph 4.3,
page 50) but generally uses the deemed capital structure for distributors unless
there is a compelling reason justifying a different capital structure. That is what
justifies the fact that the Partnership is capitalized with 60% of debt and 40% of
equity.

Rulings Given

The following rulings are given subject to the limitations and qualifications set outin
Information Circular 70-6R5 issued by the CRA on May 17, 2002. The rulings given
below are based on the Electricity Act and other relevant statutes in their present form
and do not take into account any proposed amendments to the Electricity Act or other
relevant statutes which, if enacted, could have an effect on the rulings provided herein.
Any references in the rulings below to provisions of the ITA should be read as a
reference to that provision, as it applies for purposes of the Electricity Act.

Rulings are considered to be binding on the Ministry of Finance only in respect of the
taxpayer to whom the ruling was given. Each ruling given below is based on the
particular facts set out in this letter and on the law in force at the time the ruling is
published and, therefore, will not be amended for subsequent changes in the law.

It is understood that ruling request “D” and ruling request “K” have been withdrawn and
as such rulings will not be given for these two requests. Also, ruling request “L" has
been withdrawn and changed to a request for an interpretation which will be addressed
in a separate letter.
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Provided that the statements found in the Facts, Proposed Transactions, Purpose of the
Proposed Transactions and Additional Assumptions are accurate and constitute a
complete disclosure of all the relevant facts and proposed transactions and assuming
that, pursuant to subsection 89(1) of Act 1, Parentco, Subco, Newco, General Partner
and Limited Partner were not a person to which subsection 149(1) applies, the following
rulings are given:

A.

The First Nations will not be regarded as municipal corporations for purposes of
Part VI of the Electricity Act.

None of the First Nations, SON LPco or the Bruce-to-Milton LP will be
regarded as a "municipal electricity utility” as defined in Section 88 of the
Electricity Act.

Provided that the Bruce-to-Milton LP is a Canadian Partnership immediately after
the transfer described in Paragraph 14a of this letter and each property
transferred is a Qualifying Property and provided further that Honi and all the
other members of the Bruce-to-Milton LP jointly elect under subsection 97(2), in
prescribed form and within the time limit specified in subsection 96(4), the
provisions of subsection 97(2) will apply to the transfer by Honi of the BtoM
Project Assets to the Bruce-to-Milton LP as described in Paragraph 14(a) of this
letter.

Subject to subsection 69(11) and paragraph 85(1)(b), provided that each
property transferred is Eligible Property in respect of which shares have been
issued in full or partial consideration therefor and that the appropriate elections
are filed in the prescribed form and manner within the time limits specified in
subsection 85(6), the provisions found in subsection 85(1) will apply to the
transfers described in Paragraphs 14(d), 14(j) and 14(k) of this letter such that
the Agreed Amount in respect of each such transfer will be deemed to be the
transferor’s proceeds of disposition of the particular property and the transferee’s
cost thereof. For greater certainty, paragraph 85(1)(e.2) will not apply to the
transfers referred to herein.

Request withdrawn.
Provided that:

(a) the Bruce-to-Milton LP has a legal obligation to pay interest on LP
Promissory Note;

(b} the LP Promissory Note represents an amount payable for property
acquired for the purpose of gaining or producing income from the
property or from a business (other than property the income from
which would be exempt or property that is an interest in a life
insurance policy);

(c) the Bruce-to-Milton LP has a legal obligation to pay interest on the
BtoM LP Promissory Note;

20




(d) the amount borrowed under the BtoM LP Promissory Note is used
to repay the principal amount of the LP Promissory Note as
described in Paragraph 14{(g) of this letter;

the Bruce-to-Milton LP will be entitled to deduct, pursuant to subsection 20(3)
and paragraph 20(1){c), the lesser of (i) the interest, paid in the year or payable
in respect of the year (depending on the method regularly followed by the Bruce-
to-Milton LP in computing its income for the purposes of the Act) under the
Bruce-to-Milton Promissory Note in computing its income for the purposes of the
Act, or (ii) a reasonable amount in respect thereof,

. Provided that the payments made by the Bruce-to-Milton LP to HONI under the
Operating Agreement are an outlay or expense made or incurred for the purpose
of gaining or producing income from a business or property, paragraph 18(1)(a)
will not prevent the deduction of such outlays or expenses made or incurred by
the Bruce-to-Milton LP.

. As a result of the redemption by Newco of the preferred shares held by HONI
described in Paragraph 14n of this letter, Newco will be deemed to have paid a
dividend to HONI pursuant to paragraph 84(3)(a), and HONI wili be deemed to
have a received a dividend pursuant to paragraph 84(3)(b) equal to the amount
by which the Redemption Value of all the preferred shares of Newco held by
HONI exceeds their PUC.

Provided that Newco and HONI are Taxable Canadian Corporations for purposes
of the ITA and the Electricity Act, the amount of the dividend deemed to have
been paid by Newco and received by HONI as described in this Ruling G will:

a. beincluded in HONI's income pursuant to subsection 82(1) and
paragraph 12(1)());

b. be deductible in computing HONI’s taxable income pursuant to
subsection 112(1) in the taxation year in which the dividend is
deemed to have been received and for greater certainty, the
deduction of such dividend will not be denied by of subsection
112(2.1), (2.2), (2.3) and (2.4);

c. be excluded from the proceeds of disposition of the redeemed
preferred shares that HONI held in Newco pursuant to paragraph (j)
of the definition of “proceeds of disposition” in section 54;

d. by virtue of subsection 112(3), reduce the loss, if any, in respect of
the disposition of the preferred shares that HONI held in Newco;

e. not give rise to tax under Part IV except to the extent that the payer
corporation is entitled to a dividend refund for its taxation year in
which it paid such dividend; and

f. not be subject to tax under Part IV.1 or Part VI.1.
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H. Provided that there is no disposition or increase in interest described in any of
subparagraphs 55(3)(a)(i) to (v) as part of the series of transactions or events
that includes the Proposed Transactions, by virtue of paragraph 55(3)(a), the
provisions of subsection 55(2) will not apply to the deemed dividend described in
Ruling G and to the dividend described in Paragraph 14(l) of this letter. For
greater certainty, the Proposed Transactions, in and themselves, will not be
considered to result in any disposition of property or an increase in interest
described in subparagraphs 55(3)(a)(i) to (v).

[. Provided that Newco has a legal obligation to pay interest on the Newco Note
Receivable, and to the extent the aggregate of the amount borrowed under the
Newco Note Receivable does not exceed the Capital of the Newco preferred
shares that are redeemed as described in Paragraph 14(n} of this letter,
determined immediately before such redemption, and provided that the capital so
redeemed was being used for purposes that would have qualified for interest
deductibility, had that capital been borrowed money in computing its income for a
taxation year, Newco will be entitled to deduct, pursuant to paragraph 20(1)(c),
the lesser of (i) the interest on the amount used to redeem the preferred shares
of Newco as described in Paragraph 14(n) of this letter paid in the year or
payable in respect of the year (depending on the method regularly followed by
Newco in computing its income for the purposes of the Act) or (ii) a reasonable
amount in respect thereof.

J. Based on the CRA’s administrative policy concerning certain amounts owing
between non-arm’s length parties, the Qutstanding Promissory Notes will not, in
and of themselves, result in the application of paragraph 96(2.2)(c) to reduce the
at-risk amount of the HO LPco in respect of its interest in the Bruce-to-Milton LP.

According to this administrative policy, paragraph 96(2.2)(c) generally does not
apply to amounts owing by a limited partner (or by a person or partnership not
dealing at arm’s length with the limited partner) to a partnership (or to a person or
partnership not dealing at arm’s length with the partnership) to the extent that
such amounts arose as a result of legitimate commercial transactions that are
unrelated to the acquisition of the limited partner’s interest in the partnership and
to the extent that the terms of payment conform to normal commercial
arrangements comparable to those between parties dealing at arm’s length.

K. Reguest withdrawn.

L. Request withdrawn.

Comments

Nothing in this letter should be construed as implying that the Ministry of Finance has
confirmed, reviewed or made any determination in respect of:
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a. the determination of the fair market value, adjusted cost base or paid-up capital
of any shares or other property referred to herein;

b. the balance of the capital dividend account, refundable dividend tax on hand
account or general rate income pool of any corporation;

c. any PILs consequences relating to the facts and proposed transactions
described herein other than those specifically described in the rulings given
above. Without restricting the generality of the foregoing, we are not confirming
that any transaction that occurs following the proposed transactions will not be
part of the series of transactions or events that include the receipt of the
dividends referred to in Ruling H;

d. any other tax consequences related to the Facts, Proposed Transactions,
Purpose of the Proposed Transactions and Additional Assumptions Facts, or
subsequent transactions, whether described in this letter or not, other than those
specifically described in the rulings given above; or

e. the characterization as capital or inventory of the assets owned by any of the
entities listed herein.

Nothing in this letter should be construed as a confirmation, express or implied, that, for
the purpose of any of the rulings given above, any adjustment to the FMV of the
properties transferred or the consideration received, whether pursuant to a price
adjustment clause or otherwise, will be effective retroactively to the time of the transfer.
Furthermore, none of the rulings given in this letter are intended to apply to or in the
event of the operation of a price adjustment clause, since such adjustment will be due to
circumstances that do not constitute proposed transactions.

Yours truly,

Al

Paul Devnich

Senior Manager

Advisory Services and Program Policy Branch
Ministry of Finance
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Reference: CT13-0203
June 4, 2014

Ms. Kimberley Wharram

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario M5X 1B8

Dear: Ms. Wharram:

Re:
Request for Advance Ruling in respect of payments-in-lieu of federal
corporate tax and Ontario corporate tax under the Electricity Act,71998 on
behalf of Hydro One Inc., Hydro One Networks Inc., the Chippewas of
Saugeen First Nation and the Chippewas of Nawash First Nation
(collectively, the Taxpayers”).

We refer to your request dated March 17, 2014 for an amendment to our Ruling letter
dated October 16, 2013, (the “Ruling”).

]
Based on the attached Opinion from the Canada Revenue Agency dated May 26, 2014,
a copy of which was forwarded to you on June 2, 2014, we confirm that the rulings

given in the Ruling will not be affected by the amendments outlined in your request
dated March 17, 2014.

Yours truly,

ﬁ%ﬂé

Paul Devnich
Senior Manager

Attachment

c¢. Giovanna Baragetti, Hydro One Networks Inc.
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Canada Revenue  Agence du revenu

Agency du Canada
My, Paul Devnich
Ministry of Revenue (Ontario) 2014-052574
Michael Starr Building, 3rd floor Frangois Mathieu/Yves Moreno

33 King Street West
Oshawa, ON L1H 8HS

May 26, 2014
Dear Mr. Devnich:.
Re:  Hydro One Inec.

Further to your request for an amendment to our opinion letter dated October 9, 2013, our
file number 2013-048987 (the "Opinion"), issued to the Ministry of Revenue (Ontario),
the Opinion is amended by:

1. Amending the Definitions section of the Opinion by adding the following definitions
while preserving fhe alphabetical order of the list:

“Class A Units” means Units designated in the Amended Partnership Agreement
as Class A Units, the terms of which will be identical to the terms of the Class B
Units except that the Class A Units will not be subject to the Mandatory Put;

“Class B Units” means Units desighated in the Amended Partnership Agreement
as Class B Units, the terms of which will be determined in the Amended
Partnership Agreement;

“Consent and Acknowledgement” means a consent and acknowledgement
provided by the Fydro One Entities and Holdco (as bare trustee for the Group) to
the third party lenders under the Tranche B Debt pursuant to which (i) the Hydro
One Entities will acknowledge the security interest of such lenders granted by
Holdco (as bare trustee for the Group) in the Class B Units and consent and agree
to such lenders being entitled to the benefits of the rights relating to the
Mandatory Put under the Amended Partnership Agreement and (ii) the Hydro
One Entities, on the one hand, and Holdco (as bare trustee for the Group ), on the
other hand, agree to complete, or cause to be completed, the transfer ol all or a
portion the Class B Units under the Mandatory Put if an Enforcement Event
oceurs;

LJfeont’d
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2.

“Enforcement Event” means an event, such as an event of default by Holdco (as
bare trustee for the Group) under the Tranche B Debt, upon the occurrence of
which the lenders under the Tranche B Debt will be entitled to enforce their
security interests in the Class B Units and, pursuant to the provisions of the
Amended Partnership Agreement and the Consent and Acknowledgement, lo
requite all or a portion of the transfer of the Class B Units pursuant to the
Mandatory Put to occur;

“Hydro One Entities” means any one or more of General Partner, Limited Partner,
. Parentco and one or more subsidiaries of Parentco;

“Mandatory Put” means the provision of the Amended Partnership Agreement
that requires Holdco (as bare trustee for the Group) to transfer, and requires
General Partner or Limited Partner to acquire, all or a portion of the Class B Units
held by Holdco (as bare trustee for the Group) upon the oceurrence of an
Enforcement Event for a cash purchase price equal to the net book value of the
Class B Units at that time;

“Holdco Units” means the Units referred to in Paragraph 36(i);
“Total Debt” means the Tranche A Debt and the Tranche B Debt;

“Tranche A Debt” means indebtedness of Holdco (as bare trustee for the Group)
under a loan made by third party lenders to Holdco (as bare trustee for the Group)
to fund the acquisition of Class A Units by Holdco (as bare trustee for the Group),
which loan will be guaranteed by the Ontario Financing Authority under the
Aboriginal Loan Guarantee Program;

“Tranche B Debt” means indebtedness of Holdco (as bare trustee for the Group )
under a [oan made by third patty lenders to Holdco (as bare trustee for the Group )
to fund the acquisition of Class B Units by Holdco (as bare trustee for the Group).

2. Amending paragraphs 13 and 14 of the Opinion to reflect that the sale by Parentco of
all of its shares in Holdco to the Group occurred after the issuance of the Opinion,

3, Amending paragtaph 22 of the Opinion to add the following paragraph:

“At ot prior to Closing, the Amended Pattnership Agreement will be amended to
(i) provide for the designation of each Unit as either a Class A Unit or a Class B
Unit, (ii) designate the 999 Units held by General Partner and the 1 Unit held by
Limited Partner as Class A Units, and (iii) provide for the Mandatory Put. In
addition, the Hydro One Entities and Holdco (as bare trustee for the Group} will

Jfeont’d
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provide the Consent and Acknowledgement to the third party lenders under the
Tranche B Debt.”

4,  Amending paragraph 24 of the Opinion to reflect that General Partner’s filing of the
application for a transmission licence to operate the Project Assets in respect of
which all the conditions have been met occutred after the issuance of the Opinion.

5.  Amending paragtaphs 28, 31, and 32 of the Opinion so that each reference to “Units”
be changed to a reference to “Class A Units”.

6. Amending paragraph 36 of the Opinion so that the reference to “Units” in the third
line of that paragraph be changed to “Class A Units and Class B Units” and that the
following be added at the end of that paragraph:

“, (iv) the number of Class A Units acquired by Holdco (as bare trustee for the
Group } will be equal to the product obtained when the number of Holdco Units is
multiplied by a fraction, the numerator of which is the principal amount of the
Tranche A Debt and the denominator of which is the aggregate principal amount
of the Total Debt, and (v) the number of Class B Units acquired by Holdco (as
bare trustee for the Group ) will be equal to the product obtained when the
number of Holdco Units is multiplied by a fraction, the numerator of which is the
principal amount of the Tranche B Debt and the denominator of which is the
aggregate principal amount of the Total Debt.”

7. Amending the Opinion to add the following paragraph 50:

“If an Enforcement Event occurs, pursuant to the Mandatory Put, Holdco (as bare
trustee for the Group) will transfer, and General Partner and/or Limited Partner

will acquire, all or a portion of the Class B Units held by Holdco (as bare trustee

for the Group) at that time for a cash purchase price equal to the net book value of
the Class B Units at that time.” =

We confirm that the opinions given in the Opinion will not be affected by the above
amendments. >

Nothing in this letter should be constiued as a confirmation, express or implied, that, for
the purpose of any of the opinions given above, any adjustment to the FMV of the
propertics transferred or the consideration received, whether pursuant to a price
adjustment clause ot otherwise, will be effective retroactively to the tie of the transfer.
Furthermore, none of the opinions given in this letter are intended to apply to or in the
event of the operation of a price adjustment clause, since such adjustment will be due to
circumstances that do not constitute proposed transactions. In addition, we are not
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providing any opinions, express or implied, regarding any income fax consequences that
may arise as a result of the Enforcement Event occurring or the Mandatory Put being
exercised.

of
Yves Motren

Section Manager

for Division Director

Reorganizations Division

Income Tax Rulings Directorate

Legislative Policy and Regulatory Affairs Branch




Historical (2014), and Test (2015, 2016, 2017, 2018 and 2019) Years
Year Ending December 31

B2M LP

Cost of Service
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Schedule 1
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($ Millions)
Line
No. Particulars 2014 2015 2016 2017 2018 2019
(a) (b) (c) (d) (e) )
Tota! (')pera}tlon, Maintenance & 77 18 19 19 25 15
1 Administrative Expenses
Depreciation & Amortization 03 68 68 68 68 6.8
2 Expenses
3 Capital Taxes 0.0 0.0 0.0 0.0 0.0 0.0
4 Income Taxes 0.0 0.4 0.4 0.4 0.9 1.1
5 Total Cost of Service 8.0 9.0 8.4 8.4 10.2 9.4




B2M LP

Depreciation & Amortization Expenses

Historical (2014) and Test (2015 to 2019) Years

Year Ending December 31

Filed: 2015-03-30
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($ Millions)
2014 2015 2016 2017 2018 2019
Line Deprn  Provision Deprn Provision Deprn  Provision Deprn  Provision Deprn  Provision Deprn  Provision
No. Particulars Rate ($M) Rate (M) Rate (M) Rate (M) Rate (M) Rate (M)
(a) (b) (c) (d) (e) () ()] (h) U] 0] (k) U]
Depreciation Expenses
1 Major Fixed Assets
2 Towers, Fixtures & Poles 1.27% 0.2 1.27% 3.6 1.27% 3.6 1.27% 3.6 1.27% 3.6 1.27% 3.6
3 OH Conductors & Devices 1.44% 0.1 1.44% 21 1.44% 21 1.44% 21 1.44% 2.1 1.44% 21
4 Land Rights 0.96% 0.0 0.96% 1.0 0.96% 1.0 0.96% 1.0 0.96% 1.0 0.96% 1.0
5 Roads & Trails 1.79% 0.0 1.79% 0.2 1.79% 0.2 1.79% 0.2 1.79% 0.2 1.79% 0.2
6 Depreciation on Fixed Assets 0.3 6.8 6.8 6.8 6.8 6.8
7 Less Capitalized Depreciation 0.0 0.0 0.0 0.0 0.0 0.0
8 Asset Removal Costs 0.0 0.0 0.0 0.0 0.0 0.0
9 Total Depreciation Expenses 0.3 6.8 6.8 6.8 6.8 6.8
Amortization Expenses

10 Other Amortization 0.0 0.0 0.0 0.0 0.0 0.0
11 Total Amortization Expenses 0.0 0.0 0.0 0.0 0.0 0.0
12 Total Depreciation & Amortization Expenses 0.3 6.8 6.8 6.8 6.8 6.8
13 Depreciation & Amortization for recovery 0.3 6.8 6.8 6.8 6.8 6.8
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CALCULATION OF UTILITY INCOME TAXES

Attachment 1. Calculation of Utility Income Taxes Test Years (2015, 2016, 2017, 2018,
2019)

Attachment 2: Calculation of Capital Cost Allowance Test Years (2015, 2016, 2017,
2018, 2019)

Attachment 3: Calculation of Utility Income Taxes (2014)

Attachment 4: Calculation of Capital Cost Allowance (2014)
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B2M LP
Calculation of Utility Income Taxes
Test Years (2015 to 2019)
Year Ending December 31
($ Millions)
SUMMARY OF TAX EXPENSE
2015 2016 2017 2018 2019
B2M GP Inc 0.4 0.4 0.4 0.9 1.1
Hydro One B2M LP Inc. 0.0 0.0 0.0 0.0 0.0
SON FC - - - - -
Total 0.4 0.4 0.4 0.9 1.1
B2M LP
Line
No.  Particulars 2015 2016 2017 2018 2019
(a) (b) (c) (d) (e)
Determination of Taxable Income
1 Regulatory Net Income (before tax) 19.8 20.3 20.6 21.0 211
2 Book to Tax Adjustments:
3 Depreciation and amortization 6.8 6.8 6.8 6.8 6.8
4 Capital Cost Allowance (29.0) (26.8) (24.7) (22.7) (21.0)
5 Total Adjustments (22.2) (20.0) (17.9) (15.9) (14.2)
6 Regulatory Taxable Income/(Loss) before Loss Carry Forward $ 24 3 0.4 $ 27 $ 51 $ 7.0
Allocation of Taxable Income
7 B2M GP Inc (1.4) 0.4 2.0 3.7 5.0
8 Hydro One B2M LP Inc. (0.0) 0.0 0.0 0.0 0.0
9 SON FC (0.9) 0.0 0.8 1.5 2.0
10 Total $ (23) % 0.5 $ 2.8 $ 5.2 $ 71
Tax Rates
11 Federal Tax 15.00 % 15.00 % 15.00 % 15.00 % 15.00
12 Provincial Tax 11.50 % 11.50 % 1150 % 11.50 % 11.50
13 Total Tax Rate 26.50 % 2650 % 26.50 % 26.50 % 26.50

%
%
%
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B2M GP Inc.
Line
No.  Particulars 2015 2016 2017 2018 2019
(a) (b) (c) (d) (e)
Determination of Income Taxes
1 Allocation of Taxable Income from B2M LP (1.4) 0.4 2.0 3.7 5.0
2 Loss Carryforward 1.4 (0.4) (2.0) (0.4) 0.0
3 Taxable Income after loss carryforward 0.0 0.0 0.0 3.3 5.0
4 Tax Rate 26.50 % 26.50 % 26.50 % 26.50 % 26.50
5 Income Tax Expense 00 $ 00 $ 00 $ 09 % 1.3
Loss Continuity Schedule
6 Closing Losses Carryforward (1.4) (2.8) (2.4) (0.4) -
7 Losses (Incurred)/Utilized during the year (1.4) 0.4 2.0 0.4 -
8 Closing Losses Carryforward (2.8) (2.4) (0.4) - -
Determination of Corporate Minimum Tax
9 Allocation of Accounting Income from B2M LP 13.1 13.5 13.7 141 14.3
10 Corporate Minimum Tax Rate 270 % 270 % 270 % 270 % 2.70
1 Corporate Minimum Tax Potentially Applicable 0.4 0.4 0.4 0.4 0.4
12 Ontario Income Tax 0.0 0.0 0.0 0.4 0.6
13  Corporate Minimum Tax Payable 04 $ 04 $ 04 $ 00 $ (0.2)
14 Opening CMT Credit Carryforward 0.0 0.4 0.7 1.1 1.1
15 CMT Credit Incurred/(utilized) 0.4 0.4 0.4 0.0 (0.2)
16 Closing CMT Credit Carryforward 04 0.7 1.1 1.1 0.9
17  Total Taxes Expense for B2M GP Inc. 04 $ 04 $ 04 $ 09 $ 1.1
Hydro One B2M LP Inc.
Line
No.  Particulars 2015 2016 2017 2018 2019
(a) (b) (c) (d) (e)
Determination of Income Taxes
1 Allocation of Taxable Income from B2M LP (0.002) 0.001 0.003 0.006 0.008
2 Loss Carryforward 0.002 (0.001) (0.002) 0.000 0.000
3 Taxable Income after loss carryforward 0.000 0.000 0.001 0.006 0.008
4 Tax Rate 26.50 % 2650 % 2650 % 26.50 % 26.50
5 Sub Total 0.000 0.000 0.000 0.001 0.002
6 Additional Taxes due to Negative ACB 0.003 0.003 0.003 0.002 0.002
7 Income Tax Expense 0.003 0.003 0.003 0.004 0.004
Loss Continuity Schedule
8 Closing Losses Carryforward 0.000 (0.002) (0.002) 0.000 0.000
9 Losses (Incurred)/Utilized during the year (0.002) 0.001 0.002 0.000 0.000
10 Closing Losses Carryforward (0.002) (0.002) 0.000 0.000 0.000
Determination of Corporate Minimum Tax
11 Allocation of Accounting Income from B2M LP 0.020 0.021 0.021 0.021 0.022
12 Corporate Minimum Tax Rate 270 % 270 % 270 % 270 % 2.70
13 Corporate Minimum Tax Potentially Applicable 0.001 0.001 0.001 0.001 0.001
14 Ontario Income Tax 0.001 0.001 0.001 0.002 0.002
15  Corporate Minimum Tax Payable 0.000 $  0.000 $  0.000 $  0.000 $  0.000
16  Total Taxes Expense for Hydro One B2M LP Inc 0.003 $ 0.003 $  0.003 $ 0.004 $ 0.004

%

%

%

%
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SON FC
Line
No.  Particulars 2015 2016 2017 2018 2019
(a) (b) (c) (d) (e)
Determination of Income Taxes
1 Allocation of Taxable Income from B2M LP (0.9) 0.0 0.8 1.5 2.0
2 Tax Rate 0.00 % 0.00 % 0.00 % 0.00 % 0.00
3 Income Tax Expense 00 % 00 % 00 $ 00 $ 0.0
Determination of Corporate Minimum Tax
4 Allocation of Accounting Income from B2M LP 6.6 6.8 6.9 6.9 6.8
5 Corporate Minimum Tax Rate 0.00 % 0.00 % 0.00 % 0.00 % 0.00
6 Corporate Minimum Tax Payable 00 $ 00 $ 00 $ 00 $ 0.0
7 Total Taxes Expense for SON FC 0.0 $ 0.0 $ 0.0 $ 0.0 $ 0.0

%

%



2015
CCA Class
1
47
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CEC Continuity

2016
CCA Class
1
47
ucc

CEC Continuity

2017
CCA Class
1
47
ucc

CEC Continuity

B2M LP

Calculation of Capital Cost allowance (CCA)
Test Years (2015 to 2019)
Year Ending December 31
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($ Millions)
Opening Net UCC pre-1/2 50% net
uccC Additions yr additions  UCC for CCA CCA Rate CCA Closing UCC
3.2 0.0 3.2 0.0 3.2 4% 0.1 3.1
301.6 0.0 301.6 0.0 301.6 8% 241 2774
304.8 0.0 304.8 0.0 304.8 24.3 280.5
68.1 0.0 68.1 0.0 68.1 7% 4.8 63.3
TOTAL CCA AND ECE 29.0
Opening Net UCC pre-1/2 50% net
uccC Additions yr additions  UCC for CCA CCA Rate CCA Closing UCC
3.1 0.0 3.1 0.0 3.1 4% 0.1 2.9
2774 0.0 277.4 0.0 277.4 8% 22.2 255.2
280.5 0.0 280.5 0.0 280.5 22.3 258.2
63.3 0.0 63.3 0.0 63.3 0.1 4.4 58.9
TOTAL CCA AND ECE 26.8
Opening Net UCC pre-1/2 50% net
uccC Additions yr additions  UCC for CCA CCA Rate CCA Closing UCC
2.9 0.0 2.9 0.0 2.9 4% 0.1 2.8
255.2 0.0 255.2 0.0 255.2 8% 20.4 234.8
258.2 0.0 258.2 0.0 258.2 20.5 237.7
58.9 0.0 58.9 0.0 58.9 0.1 4.1 54.8
TOTAL CCA AND ECE 24.7
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CCA Class
1
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2019
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1
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Opening Net UCC pre-1/2 50% net
ucc Additions yr additions UCC for CCA CCA Rate CCA Closing UCC
28 0.0 28 0.0 28 4% 0.1 2.7
234.8 0.0 234.8 0.0 234.8 8% 18.8 216.0
237.7 0.0 237.7 0.0 237.7 18.9 218.8
54.8 0.0 54.8 0.0 54.8 0.1 3.8 50.9
TOTAL CCA AND ECE 22.7
Opening Net UCC pre-1/2 50% net
ucc Additions yr additions UCC for CCA CCA Rate CCA Closing UCC
27 0.0 27 0.0 27 4% 0.1 2.6
216.0 0.0 216.0 0.0 216.0 8% 17.3 198.8
218.8 0.0 218.8 0.0 218.8 17.4 201.4
50.9 0.0 50.9 0.0 50.9 0.1 3.6 47.4
TOTAL CCA AND ECE 21.0



B2MLP
Calculation of Utility income Tax
2014 Historical Year
Year Ending December 31
($ Millions)
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Tax Expense (Estimates as Tax Return not finalized) Ownership
2014 Percentage
B2M GP Inc - 65.71%
Hydro One B2M LP Inc. - 0.10%
SON FC - 34.19%
Total - 100%
B2M LP
Line
No. Particulars 2014
Determination of Taxable Income
1 Net Income before Tax (6.96)
2 Book to Tax Adjustments:
3 Depreciation and amortization 0.29
4 Capital Cost Allowance (31.48)
5 Non deductible consulting fees 5.60
6 Other 0.08
7 Total Adjustments (25.52)
8 Taxable Income/(Loss) before Loss Carryfoward (32.48)
9 Allocation of Taxable Income
10 B2M GP Inc. (22.06)
11 Hydro One B2M LP Inc. (0.03)
12 SON FC (10.39)
13 Total (32.48)



B2M GP Inc.
Line
No. Particulars
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2014

a b wON -

)]

10

11

12

Determination of Income Taxes

Allocation of Taxable Income from B2M LP
Loss Carryforward

Taxable Income after loss carryforward
Tax Rate

Income Tax Expense

Loss Continuity Schedule
Opening Loss Carryforward

Losses (Incurred)/Utilized during the year
Closing Loss Carryforward

Included in Rates
Excluded from rates

Note:

(22.06)

22.06

26.5%

(22.06)

(22.06)

(1.37)
(20.69) (1)

(1) The loss carryforward related to the capital cost allowance is not to be included
in rates. This is because, the capital cost allowance deductions have already been included in

the 2014 TX rates through its 2012 rate application.

Determination of Corporate Minimum Tax

Corporate Minimum Tax Payable

Note:

- (@

(2) No corporate minimum tax applicable for B2M GP Inc. for 2014 as there is no accounting income

Total Taxes Expense for B2M GP Inc.



Filed: 2015-03-30
EB-2015-0026

Exhibit C2-3-1
Attachment 3
Hydro One B2M LP Inc Page 3 of 3
Line
No. Particulars 2014
Determination of Income Taxes
1 Allocation of Taxable Income from Hydro One B2M LP (0.034)
2 Loss Carryforward 0.034
3 Taxable Income after loss carryforward -
4 Tax Rate 26.5%
5 Sub Total -
6 Additional Taxes due to Negative ACB -
7 Income Tax Expense -
Loss Continuity Schedule
8 Closing Losses Carryforward -
9 Losses (Incurred)/Utilized during the year (0.034)
10 Closing Losses Carryforward (0.034)
Determination of Corporate Minimum Tax
11 Corporate Minimum Tax Payable - 3)
Note:
(3) No corporate minimum tax applicable for Hydro One B2M LP Inc. for 2014 as there is no accounting income
12 Total Taxes Expense for Hydro One B2M LP Inc. -
SON FC
Line
No. Particulars 2014
Determination of Income Taxes
1 Allocation of Taxable Income from Hydro One B2M LP (10.388)
2 Tax Rate 0.0%
3 Sub Total -
4 Income Tax Expense -



2014

CCA Class

CEC Continuity

1
47
ucc

B2M LP

Calculation of Capital Cost allowance (CCA)
Historical Years (2014)
Year Ending December 31
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($ Millions)
Opening Net UCC pre-1/2 50% net
uccC Additions Transfers yr additions  UCC for CCA CCA Rate CCA Closing UCC
0.0 0.0 3.3 3.3 0.0 4% 0.0 0.1 3.2
0.0 0.04 327.8 327.8 0.02 8% 0.1 26.2 301.6
0.0 0.04 331.1 331.1 0.02 26.4 304.8
0.0 4.1 69.1 73.2 - 7% 0.1 5.1 68.1
TOTAL CCA AND ECE 31.5
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B2M Limited Partnership - T5013.714 2014-12-31 B2M Limited Partnership
2015-03-27 10:1 808200530

@'H Canada Revenue  Agence du revenu ‘ Partnership Financial Refurn Protected B when completed
i Agency du Canada 15013

Financial

Full disclosure is required pertaining to ali documents relating io this retum. All the information requested
in this form and in the documents supporting your information return is "prescribed information”.

Complete this financial return using the instructions in Guide T4068, Guide for the Parinership Information
Return (T5013 forms}. For office use only

Note
All legislative references provided on this form {part, section, or subsection) are from the Income Tax Act (ITA).

IDENTIFICATION
Partnership's account number:
I 80820 9530 RZ0001 | ‘
Is this an amended return? 1Yes D 2 NOB]
006 Partner'sh.ip's name: ) ' Fiscal period to which this information return applies:
007 B2 Limited Partnership Fiscal period start Fiscal period end *
S Year Month Day : Year Month Day
Fom|L____ 2014-01-01 | tol| 2014-12-31 |

Partner‘sh‘tp s operatmg_;ltradlng name: ~ If you answer Yes to question 078 below, enter the date when the
B2M Limited Partnership parinership ceased to exist.

The end members of this partnership are (tick the applicable boxes):
01 [X] Individuals (including trusts)

0z Corporations

Location of the partnership’s head office
Has this location changed since the fast time you Is this the first year of filing? ives| | 2no[X]
filed a parinership information return? 1 Yes I:] 2 No If Yes, enter the date the

parinership was created: !

If Yes, enter the address of the new location on lines 011 io 018: YYYY MM/ DD

= Number of T5013 slips: 3
City Province/state
5 016 1s this the partnership's final _
' inf i t 078 X
Country Postal/Zip code g: st;ror:l:tti::):?retum upte iYes D 2 N°

If an election was made under section 261 by one or
Mailing address of the partnership {if different from the head office address) more partners, state the functional currency code

Has this address changed since the last time you used for this return:
filed & partnership information return? m 1 Yes D 2 No @ -

. X Is the parinership a resident of Canada?
if Yes, enter the new maiting address on lines 021 {o 028:
o oo 1ves[X] 2ol ]

If No, indicate the country code of residence on line 081:
.08'1

City Province/state

Country PostaliZip code Type of partnership at the end of the fiscal period
027, m Non tax sheiter Tax sheiter (TS}

Location of the partnership's books and records 01 D General parinership 1 D Generat partnership
(if dlffe.rent fro-m the head cffice address)‘ 02 Limited partnership 12 D Limited partnership
Has this location changed since the last time you _

filed a partnership information returm? 1ves| | 2No 03| Limited fiabiity partnership 13] | coownership

08 D Investment club

i Yes, enter the address of the new location on lines 631 to 038; 10 D Other (specify below)
031
City ___ Provincefstate
036 i the partnership is a tax shelter (TS),
enter the TS identification number:

_Country Postal/Zip code
,038

industry cods (MAICS): 221121

Approval code;  RC-14-P0D6

=11- Fld )
TE013 FIN E {14) 1 Page 1 of 4 Canada




B2M Limited Partnership - T8013.114 2014-12-31

2015-03-27 10:11

B2M Limited Parinership
808209530

Partnership's account number 15X B Fiscal period end
Year Month Day
| 80820 9530 RZ0001 | i 2014-12-31 |

Protected B when completed

Documents required to be attached to this T5013 FIN, Partnership Financial Refurn

1. The T5013 Summary, Summary of Partnership Inceme, and a copy of the T5013, Statement of Parinership Income, issued to partners and

nominees ar agents.

2. The GIFI Schedules Schedule 100 (T5013 SCH 100), Schedule 125 (T5013 SCH 125), and, when applicable, Schedule 140

(T5013 SCH 140}, and Schedule 141 (T5013 SCH 141) which is not required for investment clubs;

3. Schedule 1 (T5013 SCH 1) and Schedule 50 (T5013 SCH 50); and if you are an inactive partnership, see line 280 in the guide for more

information.

4. Answer all of the following questions. For each Yes response, attach the schedule andfor form that applies.

Does the partnership have any affiliated corporations, partnerships or trusts (defined in section 251.1)7

Has the partnership had any transactions, including sectiens 97 and 98, and subsection 85(2) transfers with its
members or employees, other than fransactions in the ordinary course of business? Exclude non-arm's length
transactions with non-residents.

Has the partnership had any non-arm's length fransactions with & non-resident?

Has the parnership made any charitable donations, gifts 1o Canada, a province, or a territory, gifts of
cuitural or ecological property, gifts of medicine, or federal, provincial, territorial or municipal political
contributions? .

Dosas the partnership have a permanent esiablishment in more than one jurisdiction?

Has the partnership realized any capital gains or incurred any capital losses during the fiscal period?

Does the partnership have any property that is eligible for capital cost allowance?

Dees the partnership have any property that is eligible capital property?

Does the partnership have any resource-related deductions (excluding renounced expenditures)?

Is the parinership allocating any investment tax credits (ITCs)? If Yes, altach a document to this retumn
providing a detailed calculation of the partnership's ITCs and their allocation to one ar more partners.

Is the partnership allocating any scientific research and experimental development (SRAED) expenditures?

Bid the parinership aliocate renounced resource expenses fo its members?

Did the parinership own specified foreign property in the fiscal pericd with a cost ameount
over $100,0007

- - -
4 o n
- Lt L=

210

1

[ ] %]
(4] (7]
[ ] - %)

252

o
n
o

1Yes|X]
1Yes{X]
1Yes| |
1Yes[ |
1Yes| |
1ves| |
1Yes[X]
1Yes[X]
1Yes[ |
1Yes[ |
1ves| |
1Yes[ |
1Yes| |

Scheduie
or form

2Ne[ ] 9

T2058,
2Ne| |  To088,
and/or T2050.

2No®

T108

2 Ne[X] 2

[+]

2 No[X]

[s23

2No
2No[_| 8

2No[ ] 10
2No 12
2elx] S5
2 No 7661
2No 52

1135

2 No[X]

Page 2 of 4



B2M Limited Partnership - T5013.T14 2014-12-31
2015-03-27 10:11

B2M Limited Partnership
808209530

001 Partnership's account number K Fiscal period end
Year Month Day
3 80820 9530 RZ0001 I 2014-12-31 ]

Protected B when completed

Additional information

Did the partnership use the international financial reporfing standards (IFRS) when it prepared its
financiai s{atements?

Was an information slip issued fo one or more nominees or agents?

Does the partnership agreement require that the nominee(s) or agent(s) complete and file any of the
documents identified on page 27

Does the partnership have one or more new nominees of agents?

Did the partnership allocate any amount of income tax deducied af source?
Did the partner_ship make any other election(s) under the Income Tax Act during the fiscal period?
i Yes, attach a copy of each election form o this refurn.

is this partnership the continuation of one or more predecessor partnerships since Iis last parinership
information return was filed? If Yes, provide the business number(s) of the predecessor partnership(s):

l

I

Was the partnership inactive throughout the fiscal period this information return applies to? If your answer is ves,
see the guide to verify your filing requirements.

Did members of the partnership immigrate fo Canada during the fiscal period?

Did members of the partnership emigrate from Canada during the fiscal perfod?

if the major business activity is construction, did you have any subcontractors during the fiscal period?
Did the partnership report its farming or fishing income using the cash method?

is this a publicly traded partnership?

i Yes, did the partnership issue T5008 information slips to report transactions of interests in the parinership?

Miscellaneous information

Was an NR4 information return for tax deductions withheld at scurce filed for the fiscal period?

¥ Yes, provide the non-resident account number:

if Yes to 301, were NR4 slips issued?

ts this partnership a specified investment flow-through (SIFT) partnership?
If Yes, enter the taxable non-porifolio earnings for the fiscal period:

i Yes, enter the tax payable under Part [X.1 for the fiscal period:
Enter the amount of the late filing penalty from line 307 of Schedule 52,

Amount of payment enclosed with this refurn:

b | - = =~
w fat ] e o

b
~§
-

=3
R ]

-3

[
o
par

s
b

o
§=3
)

¥
hd
i

1ves| |
1Yes[X]
1ves|_]
1Yes [ X]
1ves|_)
1ves[ ]

1YesD

1YesD

1ves|_|
1ves|_]
1Yes[_]
1Yes| |

1 YesD
1 YesD

1YesD

1YesD
‘l‘(esD

2 No[X]
2No[_|
2No[X]
2No[_]
2 No[X]
2 No[X]

2No

ZNDBJ

2 No[ X]
2 No| X]
2 No[X]
2 Noi X]

ZNO
ZN{)D

2No

2N0l::|
2No

=3 BRE &

[
~¥
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B2M Limited Partnership
808200530

82M Limited Parinership - T5013.T14 2014-12-31
2015-03-27 10:11 :
Partnership's account number kR Fiscal period end
Year Month Day
80820 9530 RZ0001 E 2014-12-31 I

Protected B when completed

Name and sosial insurance number of the partner designated under subsection 165(1.15} of the lncome Tax Act
B2M GP INC.

Additional information for all partnerships (including tax sheiters that are partnerships)

Last name (print) ' First name (print)

Social insurance number

Additional information for tax shelters only
Principal promoter

Last name (print) First name (print) identification number
—— Certification
1, m Penstone 951 S @ Managing Director
Last name (print) Firs{ name (print) Position or title

certify that the information given on this form is correct and complete. !‘fu:ther cerfify that the method of calculating income, deductions and credits for this
fiscal periad is consistent with that of the previous fiscal pericd ex@eciﬂcalw disclosed in a statement attached to this return.

Year Month Day :J‘ L R
1 2015-03-27 ! ! Signaiure of the authorized pariner

Is the contact person the same as the authorized partner?
If No, complete lines 858 and 958,

m Selma Yam

MName of the contact person (print)

Telephone number

1vesl | 2no[X]

EEY (216 3456827 |

Telephone number

Language of correspondence

Indicate your ianguage of correspandence: m - 1Enghsh 2 French l:l

Privacy Act, personal information bank number CRA PPU 047

Page 4 of 4



B2M Limited Partnership - T5013.714 2014-12-31 B2M Limiled Partnership

2015-03-27 10:11 808209530
Bl SonooaRevenue o Financial Statement Notes Checklist Protected B when completed
T5013
Schedule 141
Partnership's name Partnership's Fiscal period end -,
account number (YYYY-MM-DD) Original
- B2M Limited Partnership 80820 9530 RZ0001 2014-12-31 Amended [_]

» Comptete this schedule from the perspective of the person {referred fo in this schedule as the "accountant”) who prepared or reported on the
financial statements.

* Al the information requested in this form and in the documents supporting your information return is "prescribed information”.

» For more information, see Guide T4068, Guide for the Partnership Informafion Return (T8013 forms), and Guide RC4088, General Index of Financial
Information (GIFI).

s Afiach the original copy of this completed schedule, along with any "Notes to the financial statements” and the auditor's or accountant’s report, fo
Form T5013 FIN, Parinership Financial Refurn.

- Part 1 — Information on the accountant who prepared or reported on the financial statements

Doas the accountant have a professional designation? . . . . . .. . Lo L m 1Yes 2 No l:]
Is the accountant connected with the partnership? * L 0 0 1Yes D 2 No

Note: If the accountant does not have a professional designation or is connected with the partnership, you do not have to complete parts 2 and 3 below.

* A person connected with a parinership can be: (I} & member of the parinership who owns more than 10% of the partnership units; (i) an employee
of the partnership; or (i) a person not dealing at arm's length with the parinership.

~ Part 2 — Type of involvement with the financial statements

Choose the option that represents the accountant's highest level of involvement: ‘ M
Completed an audiors 1POM . . L L e e et 1
Completed a review engagement TBPOM L . . . . o it it e e e e e e e e e 2 D
Conducted a compilahion BNOAGEMENE L L L Lt it e et e e ey 3 D

~ Part 3 — Reservations

If you selected option 1 or option 2 in part 2 above, answer the following question:

Has the accountant expressed areservalion? . L L L Lo e e e e m 1Yes D 2 No @

~ Part 4 ~ Other information {continued on page 2)

If you have a professional designation and are not the accountant associated with the financial statements in part 1 above,
choose one of the following options {tick T or 2):

110
Prepared the information return (financial statements prepared by client} . ... . ... o o i o 1 D
Prepared the information return and the financial information contained therein (financiat statements have not been prepared) ... .. ... ... .. 2 D
Were notes fo the financial statemenis prepared? . . . . . . . o e e e m 1 Yes @ 2 No D

If yes, answer the following four questions:

2No

Are subseguent evenfs mentioned in the notes?

Is re-evaluation of asset information mentioned inthe notes? . . .. . e m 1Yes D 2 No
fs contingent liability information mentioned inthenofes? . . .. .. . L m 1Yes D 2 No
ts information regarding commitments menficned inthe rofes? ... ... L Lo 1Yes D 2 No
Does the parinership have invesiments in joint ventures? If yes, complete question 109below . .. .. .. .. ..o oo 1Yes D 2 No
Are you fiing joint venture(s) financial statemenis? .. ... L o 1Yes l:] ZNo D

Approval code:  RC-14-P006

= =i
T5013 5CH 141 E {14) 5 Page 1 of 2 Canada



82M Limited Partnership - T5013.T14 2(14-12-31 B32M Limited Partnership

2015-03-27 10:11

Partnership's account Fiscal period end
number {YYYYIMM/DD})
| 80820 9530 RZ0001 ||l 2014-12-31

808200530

~ Part 4 — Other information {continued)

Impairment and fair value changes

in any of the following assets, was an amount recognized in net income or other comprehensive income as a result of
an impairment loss in the fiscal period, a reversal of an ampaxrment loss recognized in a previous fiscal period, or a

change in fair value during the fiscal period? . . . . L oL e e m 1Yes D
if yes, enter the amount recognized: In net income in other comprehensive
income
Increase (decrease) increase (decrease)
Property, plant and equipment . . . ... ............ 210 211
ifangibleassets . .. ... ... ... ..., s
Investmentproperty .. ... .. ... 220

Biologicalassets . .............. ... . ... ... %
Financial instruments . . . ... ........... ... ...
Other ... EH 236

Financial instruments

Did the partnership derecognize any financial instrument(s) during the fiscal period (other than trade receivables)? .. .. ... .. m 1 Yes D
Did the partnership apply hedge accounting during the fiscal periad?  _ L L L L i e e 1 Yes D
Did the partnership discontinue hedge accounting during the fiscal period? . . .. .. i i e m 1Yes D

Adjustments to opening equity
Was an amount included in the opening balance of retained earnings or equity, in order o correct an error, to
recognize a change in accounting policy, or to adopt a new accourding standard in the current fiscal period? . . ... ... ... m 1Yes D

if yes, you have to maintain a separate reconciliation.

2No

2No
2No
2No

2No@

6 Privacy Act, personatl Information bark number CRA PPU 047
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B2M Limited Partnership - TE013.T14
2015-03-27 10:41

2014-12-31

GENERAL INDEX OF FINANCIAL INFORMATION - GIFI

Form identifier 100

B2M Limited Partnership
808208530

SCHEDULE 100

Partnership’s name

B2M Limited Partnership

Partnership's
account number

80820 9530 RZ0001

Fiscal period end
Year Month Day

Assets — lines 1000 to 2599

2014-12-31

[fos0] 1,657,000.00 1,657,000.00 [1900] 526,448,000.00
[1o01] -289,000.00 2008 526,448,000.00 [Zo09] -289,000.00
[2599] 527,816,000.00 '

Liabilities — lines 2600 fo 3499

617,000.00 [2700] 315,870,000.00 [2860] 7,643,000.00
[2960] 70,000.00 [G139] 324,200,000.00 324,200,000.00
Member equity - lines 3500 to 3650

3590] 138,368,000.00 [3591] 72,211,000.00 -6,963,000.00
[=630] 203,616,000.00 [3650] 527,816,000.00

Retained earnings - lines 3660 to 3849

[3es0] -6,963,000.00 [3849] -6,963,000.00

Approval code: RC-14-PO06
Page 1



B2M Limited Partnership - 75013.714 2014-12-31
2018-03-27 10:11

GENERAL INDEX OF FINANCIAL INFORMATION —~ GIF}

Form identifier 125

B2M Limited Partnership
808209530

SCHEDULE 125

Parinership’s name

B2M Limited Partnership

Partnership's
account number

80820 9530 RZ0001

Fiscal period end
Year Month Day

2014-12-31

— Description
Sequence number ., . .. .. Hutky 01

Revenue - lines 8000 to 829%

I 8000 | 1,657,000.00 8089 1,657,000.00 l 8299 l 1,657,000.60
Cost of sales ~ lines 8300 to 8519

1,657,000.00

Operating expenses — lines 8520 to 9369

[se70] 289,000.00 8710 617,000.00 [2270] 7,714,000.00
[o367] 8,620,000.00 9368 8,620,000.00 [9369] -6,963,000.00

Farming revenue — lines 9370 to 9659

I 9659 l 0.00

Farming expenses — lines 9660 to 9899

I 9898! ©0.00

Extraordinary items and taxes ~ lines 9970 to 9999

[9970] -6,963,000.00 | 9999 l -6,963,000.00

Approval code: RC-14-P006
Page 1



B2M Limited Parinership - T5013.714 2014-12-31
2015-03-27 10:11

Bl [o0ogaRevenue  otce oV Net Income (Loss) for Income Tax Purposes

Agency

B2M Limited Parinership

808209530

Protected B when completed

T5013
Schedule 1

Partriership's name Partnership's account
ramber

Fiscal period end

Year Month Day
2014-12-31

Original

| D Amended

B2M Limited Partnership | 80820 9530 RZ70001

* Comptete this scheduie to reconclle the partnership's net incerme (loss) reported on the financial staternents and its net income (loss) for

incoma tax purposes.
All the Information requested in this form and in the documents supporting your information return is "prescribed information”.

Compiete this schedule using the instructions in Guide T4068, Guide for the Partnership information Return (T5013 forms).

* ¢ "

private enlerprises (ASPE).
Compiete a worksheet to identify the source of all the amounts reported on the T5043 information skips,

Atiach the original copy of this compieted schedule to Form T5013 FiIN, Parinership Financial Return.

. »

Report amounts in accordance with whichever applies fo your parinership: internationat financial reporting standards (IFRS) or the accounting standards for

Partnership's net income (loss} after other comprehensive income and extraordinary items from the

Add:
Provision for Part IX.1 specified investment flow through (SIFT)taxes . ... . ... ..

partnership's financial statements (from line 9998 of Schedule 125 o Schedule 140) .+ .+ v o o oo oo 1500

-6,963,000.00

Amortization/depreciation of fangible assets . . . .. ... ... ... e e

289,000.00

Amortization of natural resoUrCE 8SSEIS . . . L . L L L e e

Amortization of intangibleassets . . . ... ... L Lo Lo o o oL

Recapture of capital cost allowance from Schedule 8 . . ... .. ... .. ... .. ...

Income recapture inclusion on sale of eligible capital property from Schedule 10
Income or loss for tax purposes from partnerships .. . .. .. .. .. . L

Loss inequity of affifiates . . . . . L ... e

l.oss on disposal of assets per financialstatemenis . . . ... ... L oL L)
Charitable donations and gifts from Schedule2 .. ...................... i

Politicat contributions from Schedule 2 . . . L . L L o e

Current fiscal period's holdbacks . . . . . . . ot e e e :__
Deferred and prepaid expenses . . . .. .. ... L o e :

Depreciation in inventory -end of fiscalperiod . ... .. ... .. .. o

Scientific research and experimental development (SR&ED) expenditures
deducted per financial statements . . . .. .. L L i :

Capitalized interest and property taxes onvacantland . . . .. ... . ... L.

Non-deductible club dues and fees . . .. ... . it i it it e,

Nen-deductible meals and enterfainment expenses .. ... ... L. L.

Non-deductible automobiteexpenses . . . . . . . ... i o o oo

Nen-deductible [ife insurance premiums . . .. o .. Lo e e
Non-deduciible company pensionplans .. . .. ... . o o o o

Reserves from financial statemenits — balance at the end of the fiscalperiod .. . .. . . 12

Soft costs on construction and renovation of buildings . ... ... ... ... .. 1
Salaries and wages paid to pariners deducted on financial statements . . . . . ... ..

100,000.00

Cost of products available for sale that wereconsumed . . . . . . ... ... . ... ... :

Personal expenses of ihe partners paid by thepartrership .. .. ... ... .. .. ...
Residual income inclusion on sale of eligible capital property from —
Schedule 10 . . . . e e e e :

Dividend rental arrangement compensation payment deductions . ... ... .. ... ..

Renounced exploration, development and resource property expenses P
deducted per financial statements from Schedule 52 .. ... ... .. oo g

Certainfines and penalties . . . . . . . . .. e e

Carmying ChargES . . v vt s e e e e e e s

Amount fromline 80B enpage 2 of thisschedule . . . ... ... ... .. 0

5,602,946.40

Tota! (Add lines 101 to 199, Enter this amount on line 501.) 5,991,946.40 P

4o

5,991,946.40

Net income (loss) for income tax purposes — (iine 500 plus line 501 minus fine 502. Enter this amount on

Net income {loss) for income tax purposes for limited and non-active partners

Deduct Amount from ine 511 onpage 3ofthisschedule . . . . . . . e e e e

Hne 018 of Schedule BO.) . o . . e e e e e e e m =
Deduct: Net income (loss) for general partners . . . . .. . . ... . e i m -

(line 503 minus e 504) L. L. e s m =

|

31,506,709.75

~32,477,763.35

-32,477,763.35

T5013 SCH 1 E (14)

Page 1 of 3

Approval code:  RC-14-P006
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B2M Limited Partnership - 75013.714 2014-12-31
2015-03-27 10:11

Partnership's account Fiscal period end
number Year Month Day

| 808209530 RZ0001  } |l 2014-12-31 |

B2M Limited Partnership
808209530

Protected B when compieted

Add:

Accounts payable and accruals for cash basis —closing .. .. ... .. ... .. ..
Accounts receivable and prepaid for cash basis —opening . .. .. ... ... ...
Accrual inventory — 0pening . . . . . . i i e e e e e e
Accrued dividends ~ prior fiscalperied . . . ... . ... L
Book foss on joint ventures erparnerships . . . . . L
Capital fems expensed . . . . . L
Debtissueexpanse . .. .. .. e e e e
Deemed dividend income . . . . . ... L. e e
Deemed interest on leans o non-residents . . . . . ... oL Lo oL
Deemed inferestreceived . . . L L L e
Development expenses claimed in cument fiscalperiod . .. ... .. .. ... ... ...
Dividend sfopdoss adjustment . . ... .. L Lo L
Dividends credited o the Investment account .. ... ... .. ... . . . L,
Exploration expenses claimed in current fiscalperiod .. . ... . . o L L.
Financing fees deducted inbooks . . . . . .. ... L L
Foreign accrual propery inCOMe L L L . . . . e e e e
Foreign affiiate property income . . .. . .. L e
Foreign exchange included in retained earnings . . . . . .. .. ... ... L.
Gain on settlement of debt — income inclusion under subsection 80(13) ... .... ..
Inferest paid on incomedebentures . ... ... L L o
Limited partnarshipiosses . . . . . . .
Loss from international bankingcenfres . . . . ... ... .. o .
Mandatory inventory adjustment — included in current fiscalpericd .. ... ........
Non-deductible advertising . . . . . .. ... .. e e
Non-deductible interest . . . . .. L L
Non-deductible fegal and accountingfees . ... ... ... Lo L.
Optional value of inventory — included in curreni fiscalperiod . ... ... ... ... ...
Other expenses from financial statements . . . . . . ... . o o oL oL
Recapture of SR&ED expenditures fromForm T661 . . .. . .. . ... . .. ... ..
Resource amounts deducted . . .. ... L e
Sales taxassessments . L L L L L L L L e

Write-down of capital proparty . . . . . . L
Amounts received in respect of guaiifying environmental trust per

paragraphs 12012.1) 8nd 1201220« v v v v v e i e 237
Contractors' completion method adjustment: revenue net of costs on

contracts under 2 years — previous flscalpariod .. ... L L 238
Taxable/Nen-deductible other comprehensive income items . . ... .. ... ... ... 239

Total (Add lines 201 to 239. Enter this amount on line 506.)

Other additions:

Non Peductible Financing Fees
Non Deductible Legal Fees -
Fees for acguisiton of assets
Computers equipment expensed

Total (Add lines 280 to 294. Enter this amount on line 507.)

Enter the amount from line 508 on line 199 on page 1 of this schedule.

124,809.00

5437,383.00

38,986.00

1,768.40

5,602,946.40 » Kt

Total (Add lines 506 and 507.) . oo v ettt e e

+

5,602,946.40

5,602,946.40

-10-

Page 2 of 3



B2M Limited Partnership - T5013.T14 2014-12-31

2015-03-27 10:14 .

Partnership's account Fiscal period end
number Year Month Day

| sos20 9530 RZo001 || | 2014-12-31 |

B2M Limited Partnership
808208530

Protected B when completed

Deduct:

Accounts payable and accruals for cash basis — opening
Accounts receivabie and prepaid forcashbasis—closing .. . ... ........ ...,
Accrual inventory ~ closing
Accrued dividends — current fiscal period
Baddebt . . . . e e e
Book income of joint venture or partnership
Equity in income from affiliates
Exempt income under section 81
Income from international bankingcentres . . . . ..... ... . ... 0L, s
Mandatory inventory adjustment — included in prior fiscal period
Contributions to a qualifying environmental trust
Non-Canadian advertising expenses ~ broadcasting
Nor-Canadian advertising expenses —printed materials . . . . . ... .. e . B
Optional value of inventory — included in prior fiscal period

Other income from financial statements
Payments made for allocations in proportion to borrowing and
bonus interest payments
Contractors' completion method adjustment: revenue net of costs on
contracts under 2 years — cutrent fiscal period

Non-taxable/Deductible other comprehensive incomeitems . . . . ... . ... ... ...

Other less common deductions:

Deferred Financing Fees

Total (Add lines 300 to 384. Enter this amount on line 508.)

Other deductions:

Gain on disposal of assets per financial staterments
Non-taxable dividends under section 83
Capital cost allowance from Schedule 8
Terminat loss from Schedule 8
Cumulative eligible capital deduction from Schedule 10
Forelgn non-business tax deduction under subsection 20(12)

Deferred and prepaid expenses
Depreciation in inventory — end of prior fiscal period
SR&ED expenditures claimed in the fiscal period from Form T681 (line 460}

Reserves from financial statements — balance at the beginning of the fiscal period
Patronage dividends
Contributions to deferred income plans

Total (Add fines 401 to 417. Enter this amount on line 510.)

Total (Add lines 509 and 510}
Enter this amount on line 502 on page 1 of this schedule.

24,961.80

Prior fiscai period's holdbacks . . . . . . . . ... -

24,961.80 » [ + 24,961.80
26,357,526.08
5,124,221.87

31,481,747.95 » + 31,481,747.95

................ 511 B 31,506,709.75

-11-

Privacy Act, personal information bank number CRA PPU 047
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B2M Limited Partnership - T5013.T14 2014-12-31
2015-03-27 10111

B2M Limited Parinership

808209530

Bl ooopRevenve fospeeda™e™  Calculations Relating to Cumulative Eligible Capital Protected B when completed
15013
Schedule 10

Partnership’'s name Partnership's account Fiscal peried end L
. number (YYYYIMM/DD) Criginal
B2M Limited Partnership | 80820 9530 RZo001  |I|  2014-12-31 | /Amended | ]

» Complete this schedule i, at any time during the fiscal period, your partnership owned efigible capital property.
* A separaie cumulative eligible capital account must be kept for each business operated by the partnership.

* All the information requested in this form and in the-documents supporting your information return is "prescribed information®.
» Complete this schedule using the instructions in Guide T4088, Guide for the Partnership Informafion Refum (T5013 forms).

» Attach the original copy of each completed Schedule 10 required to Form T5013 FIN, Partnership Financial Refurn.

if you are electing under subsection 14{1.01) or 14{1.02), first complete the election below Part 1, then complete Part 2.

disposed of in the fiscal period

~ Part 1 — Subsection 14(1.01) or 14(1.02) election for eligible capital property (other than goodwiii)

Eligible capital property disposed of during the fiscal period (describe): m
(For a subsection 14(1.02) election, attach a schedule showing the calculation.)

(For a subsection 14(1.02) election, this has to be property that was acquired with pre-1972 outiays or expenditures.)

disposition on line 243 in Part 2 below.
¢ If the amount on line 102 is greater than the amount on line 101, your partnership cannot efect under
subsection 14(1.01) or {1.62) for this property.

parfner has to complete the "Election” area below.

Actual proceeds of disposilion . L L L L e

Efigible capital expendifures (ECE) for the acquisition of the eligible capital propertty ... . ... .. ... ... ...

Excess (amount from line 101 minus amount from line 102; if resuit is negative, enter ™3™ . .. .. .. ... ... ..
(Enter the amount from line 103 in the partnership’s capital gain for the fiscal period on line 882 in Part 11 of Schedule 6.)

» |f the amount on line 101 is greater than the amount on line 102, add the amount from line 102 as proceeds of

If the amount on line 103 is positive and your partnership wants to elect under subsection 14(1.01) or 14{1.02), an authorized

—~ Election

Name {print)

I, , amember of the parfnership authorized to act for the partnership, elect (%)

under subsection 14(1.01} D subsection 14(1.02) [:] onh behalf of all the members of the parinership to remove the above efigible capital property from

the cumulative eligible capital pool and recognize a capital gain in the fiscal period as if the property were an ordinary non-depreciable capital property.

Authorized partner's signature

Date (YYYY-MM-DD)

— Part 2 - Calculation of the current fiscal period’s deduction and carryforward
Cumulative eligible capital (CEC}) balance at the beginning of the fiscal period:

(Enter the amount from line 250 on line 405 on Schedule 1)
* You can claim any amount up fo the maximum deduction of 7%. The deduction may not exceed the maximum
amount prorated by the number of days in the fiscal period divided by 365.

Enter the ending CEC balance from the previous fiscal period's Schedule 10. If negative, enter"¢*, . . . .,

CEC balance at the end of the fiscal period {line H minus line |, if negative, enter 0"y, . ... ... ... TN A

A

/3,203,3169.50 B

73,203,169.50 ¢

G

73,203,169.50 H

Add: Cost of gligitle capital property acquired during the fiscal pericd . . . .. @ 97,604,226.00 ¥ 3/4 = _t
Subiotal (line A plus fine B) =

Deduct: Proceeds of disposition (less outlays and expenses)

of gligible capital property during the fiscal period ., . .. m )

Eligible capital expenditures {ECE) from ling 102 in

Pari 1 above to remove the eligible capital property

fromthe CECpool .. .. ... it m + E

Forgiven debt obiigation designated by the

partnership under subsection 80(7) .. ........... m + F

Subtofal (add tines D, E, and F) = X 3/4 = 248

CEC balance, before calculating the current fiscal period’s deduction (ine Cminus line G) . ... ... ... ... ... .. .. .. =
If the amount on fine H is negative, enter “0" on line J and proceed to Part 3.
Gurrent fiscal period's CEC deduction: Amount from line H 73,203,169.50 X 7%* = m -

5124,221.87 |

-~ 68,078,947.63 I

T5013 SCH 10 E (14) -15-

Approval code:  RC-14-P006
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B2M Limited Partnership - T5013.714 2014-12-31 B2M Limited Partnership

2015-03-27 10:11 808209530
Partnership's account . Fiscal period end Protected B when completed
number {YYYY-MM-DD)
| 80820 9530 Rz0001 ||| 2014-12-31

~ Part 3 — Calcutation of the amounts to be inciuded in income resulting from dispositions
{Complete this part if line H amount in Part 2 is negative}
Paragraph 14{1){a) — iIncome recapture inclusion:
Negative amount from jine Hin Part 2 (show as apositiveamount) . . . . .. . o e e e K
Total CEC deductions claimed for fiscal periods ending after adjustmenttime ... .. ... m 1
Total previous subsection 80{7} forgiven debt obligation reductions . ... ... ... . ... + 2
Total CEC deductions claimed for fiscal periods
ending before the adjustment time {as defined in
subsecHON 14(5)) . . v i i 402 3
Total subsection 14{1} income inclusions for fiscal .
pericds ending before the adjustmenttime . ... ....... - 4
Line 3 minus line 4 (if negative, enter "0" _= » +
Subtotal (add lines 1,2, and 5) _= 6
Total of all amounts included under subparagraph 14(1){a)(iv) for
fiscal periods that ended before February 28,2000 . ... ... .. 7
Total of all amounts included under paragraph 14(1){a) for
fiscal pericds that ended after February 27,2000 . .......... + 8
Subtotal {line 7 plus line 8) = > - 9
Line 6 minus line 8 (i negative, enter 0™ _= > L
Recapture amount (Enter the amount from iine K orline L, whicheverisless}y . ... ... ... ... .. . ... ..., m M
(Enter the amount from line M on line 108 of Schedule 1)
Paragraph 14(1){b) — Residual income inclusion:
Negative amount from line H in Part 2 (show as apositive amount) . . . . . . ... . e N
Deduct: Amount fromlineLabove . . . . .. .. e e e o
Amountfromline Sabove .. ... ... .... X 112 » + p
Subtotal (ine O plus lineP) . ................. = > - aQ
tneNminuslineQ .. ... ......... . ...... = R
: . X 2/3
Residual income inclusion . . L. L L e S = 8
{Enter the amount from line S on line 153 of Schedule 1)
Total of ameunis from line Mand Bne 8 L . . L L e e e e e e T
— Part 4 —~ Calculation of the farming or fishing income eligible for the capltai gains deduction
Batance at the beginning of the fiscal period . . . . . L . L L e s m A
All proceeds of disposition for the fiscal period from the disposition of efigible capital
property that is qualified farm property (QFF) or qualified fishing property (QXP) ... .. .. B
Deduct: Al eligible capifal expenditures for the eligible
capital property that is QFP or QXP disposed
forthefiscalperiod ................... 502 c
Qutlays and expenses, related to the dispositions
included on line B above, not deductible in
compuling iNCOME . . .. o i i i e + D
AddiinesCandD ............ = > - E
Line B minus line E (if negative, enter"0"y _= F
LneF x 1/2 = » BE + G
Taxable capital gains for the fiscal pericd from the disposition of ligible capital
property that is QFP or QXP of the business .. ... ... ... oo oL m H
Total farming income or fishing income eligible for the capital gains deduction
from the disposition of eligible capital proparty thatis QFPor QXP ... . ... ... T I
' Addiines Hand | ..ot = » EX] -
Ending balance — Line A plus fine G minus line J (if negative, enter"0"y ... .. . ........... S 510 M K
: Entertheamountfmm EmeSm !‘—"ar%3arlmaKm Pari 4, whichever is lass e e ) L
{Enter each partner's share of the amount from line 520 in box 158 of the T5013 siaps }

Privacy Act, persenal information bank number CRA PPU 047
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Canada Revenue  Agence du revenu
Agency du Canada

B

Summary of Partnership Income

Protected B when completed

T5013 Summary

Compiete this summary and related slips using the instructions in Guide T4068, Guide for the Do not use this area.
Partnership Information Refurn {T5013 forms).
For the fiscal period:
Start | 2014-01-01 End | 2014-12-31
YYYY MM DD YYYY MM DD
Partnership's account number | 80820 9530 RZ0001 |
Name of the parthership Postat or ZIP code
|_B2M Limited Partnership L6G1B7
Are you a nominee or agent? {tick if yes and provide the following information) {:’ 50 ED:D 16186
Name of the nominee or agent Postal or ZIP code
Nominee or agent's account number i |
Is the partnership a tax shelter? (tick if yes) D If yes, provide the tax shelter identification number: i
Totals from T5013 slips
Total nurber of T5013 information slips altached: | 008 | 3 I
Total fimited partner's business income (ioss) 010 -10,388,153100
Total business income {loss) 020 -32,447,371:75
Total capita gains (losses) 030
Capital cost allowance 040 26,357,526/08
Compilete the six generic boxes idenfified below faken from the T5013 slips
Canadian and foreign net rental income (loss) 110
Professional income {loss) 120
Renounced Canadian exploration expenses 150
Rencunced Canadian development expenses 191
Expenses gualifying for an ITC 194
Tetal carrying charges 210
Person 1o contact about this return Area code Telephone number Extension
|976] Seima Yam | 1078] (416) 345-6827 I
Certification
| certify that the information @this infgrmation return and on refated slips is correct and complete.
2015-03-27 ‘*—A Managing Director
Date Signature of authorized person Pasition or office
Prepared by Date-
) 2015-03-27
Privacy Act, personal information bank number CRA PPU 047 Approval code: RC-14-414
L
-19- Canadi

T5013 SUME (14)



-20-



- Rd |

Canada Revenue
Agency

Agence du reveny
du Canada

Fiscal period end
Exercice se terminant le

YYYY MM DD

2014-12-31

AAAA MM JJ

Filers name and address — Nom el adresse du déclarant

B2M Limited Partnership
185 Clegg Read
Markham ON L6G1B7

Tax shelter identification number (see statement on reverse side *)
Numére d'inscription de Fabri fiscal {lisez I'énoncé au dos *) -

T5013

3 Statement of Partnership Income
Etat des revenus d'une société de personnes

Partner code
Code de l'associé

602 2

Couniry code

Code du pays
foos]  can {004 ]

Resipiant type
Genreg de bénéficiaire

3

Filer's account number (15 characters)
Numéra de compte du déclarant (15 caractéres)

[001] gos209530R70001

Pariners identification sumbeyr
Numéro dideniification de I'associg

006 | 818381840

TFotal imited partner business income (Joss}
Revenu {perte) totalle) dentreprise tu commanditaire

[o10]

Partner's share (%) of partnership

Part de 'associé (%) dans

la sociélé de personnes
I 005 65.708015

Total capital gains {losses)

Total des gains {peries) en capital
030

Last name {print) ~ Nom de familie (en latires moulées)

Partner's name and address — Nom et adresse de I'associé

First name — Prénom

Initials ~ InHiates

P moMGPINC

185 Clegg Road
Markham ON L6G 1B7

Box

Case _Code

Amount — Montant

Total business income (loss)

Revenu {perte) total(e) d'a

{020

-22,056,045|00

nireprise

Déduclion pour amogtissement
040 17,858%,7171G0

Capital cost allowance

Box
Case

Lode

116 I ] 22,056,045 Oﬂi

Amount - Montant

Box

Case  Cods

Amount — Montant

Box
Case

Code

LI L]

Amount — Montant

Sox—Case Code

Other information — Autres renselgnements

Box—Case Cods

Other information — Aulres renseianements

Box~ Case Code

Other information — Autres renseignements

Box—Case Code

Other information — Autres renseignements

Box~Case Code

Other information — Aufres renseignements

Box~—Case Code

Other information — Aufres renseignements

Box—Case Code

Other information — Autres renseignements

Box—Case Code

Other information ~ Aulres renseignements

Box—Case Code

Other information ~ Aulres renseignenents

Box—Case Code

Other information ~ Autres renseignements

T5013 (14)

Protected B when compleied ~ Protége B une fois rempii

Box Box
Case I Code- Amount ~ Motitant Case  Code Amount — Monlant
Box Box
Case Code Amount — Montant Case Code Amotint — Montant

L] ]

Box Box

Case  Code Amount - Montant Case  Code Amount — Mantart
Box Box

Case Code Amiount - Montant Case Code Amaunt — Montant
Box Box

Case Cote Asnount - Montant Case Gode Ampunt — Mentant
Box Box

Case Code Amount — Montant Case _Code Amount — Montant
Box . Box

Gase_ Code Amount — Montant Gase Code Amount - Montant
Box Box

Case  Code Amount - Montant Case  Code I Amount ~ Montant
Box Box

Case Code Amount - Montant Case Code Amaunt ~ Montant
Box Box

Gase Code Amount - Montant Case Code Arnount — Montant

|

-21-

Privacy Act, persenal information bank numbars CRA PPU 047and CRA PPU 005
T Lof sur fa protection des renseigneiments personnels, fichiers de renseignements
personnels ARG PPU 047 et ARC PP 005

For Tax Centre 1
Pour le Centre fiscat 1

Approval Code/Code dapprobation | RC-14-414



Canada Revenue ~ Agenté du revenu
Agency du Canada

L

Fiscal period end
Exarcice se terminant le

YYYY MM DD

T5013

2014-12-31 Statement of Partnership income

AAAA MM Jd £tat des revenus d'une société de personnes

Filer's name and addrass - Nom &t adresse du déclarant

B2M Limited Partnership
185 Clegg Road
Markham ON L6G1B7

Tax sheiter identffication number (seea staterment on reverse side ™)
Numéro d'inscription de I'abri fiscal {lisez 'énoneé au dos *}

Pariner code Country code Recipiant typa
Code ds 'assecié Code du pays Genre de béndficiaire
[o0z] 0 | [oo03] can | fooa] 3

Filer's account number (15 characters)
Numéro de comple du déclarant (15 cacactéres)

- [001] aos209530R70001 |

Total limited partner business income {loss)

Revenu {parie} totai(e) d'entraprise du commanditaire
010 -1100

Totat business ncome {loss)

Revenu (perte) total{e} d'entreptise
020

Pariner's share (%) of partnership

Partner's identification numbser
Numérg didentification de I'associé

006 | 818382046

Part de l'associé (%) dans

ia société de personnes
005 l 0.100000

Total capital gains (losses}
Total des gains {(pertes) en capiat

Capltat cost aliowance

Déduction pour amortissement
040 27,241100

Partner's name and address — Nom et adresse de l'associé

Last name {print} — Nom de famille {en letires moulées) First name - Prénom

Initials - Initiales

» | HYDRO ONE B2M LP INC

483 BAY STREET
7TH FLOOR SOUTH TOWER
TORONTO ON M53G 2P5

Box-Case Code Othar inforration — Autres renseignements

Box -~ Cass _Cods Other information — Autres renseignements

Box~ Case Code

Other information — Autres renseignaments :
Other information — Aufres renseignaments
E Other information - Autres renssignaments
[ Other Information - Autres renseignements
| Other information - Autres renseignements
Other infarmation ~ Autres renseignements
Box- Case Code Other information - Autres renseignements
Co
Box-- Case Code Other information - Autres renseignements |

Box— Case Code

Box-~ Case Code

Box—Case Code

Box-Case Code

Box-Case Code

T5013 {14) Protected B when completed — Protégé B une fois rempl

030
Box Box :

Cass  Code Ameunt — Montant Case Code Amount ~ Montant
104 | -1loo} [ 105]] 1/00
Box Box

Case  Code Amount — Montant Lase Code Amount ~ Montant

[106) | 1loo} [ 108]] 33,565/00
Hox Box

Case Code Amount — #entant Case  Lode Amount - Montant
Box Box

Case Cede l I Amount — Mentant Case  Qode Amount ~ Montant
Box Hox

Case Code Amount ~ Mentant Case Code Atnount — Montaryt
Box Box

Case Coade Amount — Mentant Case Code Amount — Montant
Box Box

Case _Code Amount — Montant Case  Code I Amount - Montant
Box Box

Case Code Amount — Montant Case  Code Amount - Montant

L1l .

Box Box
Case Code Amount -- Montant Case_ Code

[N O I N N

Box Box
Cass_Code Amount — Montant Case_ Code

L] L 0]

Box Box

Amount - Montant

Amount ~ Montant

Case Code Amount - Montant Case_ Code Amount - Montant
Box Box
Case  Code Amount - Montant Case  Code Amourt ~ Montant

Privacy Act, persenat information bank numbers CRA PPLI Q47and GRA PPL 005
Lof sur fa protection des renseignements parsonnels, fichiers de renseignements
personnels ARG PPL 047 et ARG PPU 005

For Tax Centre 1
Pour le Centre fiscal 1

-22- Approval Code/Code d'approbation :  RC-14-414



B

{Canada Revanue
Agency

YYYY MM DD

Agence du revenu
du Canada Fiscal period end

Exercice se terminant le

2014-12-31

AAAA MM

Filer's name and address —~ Nom et adresse du déclarant

B2M Limited Partnership
185 Clegg Road
Markham ON L6G1B7

T5013

Statement of Partnership Income
Etat des revenus d'une société de persohnes

Tax sheiter identification number {see statement on reverse side *)
Numéro d'inscription de Fabri fiscat (lisez Fénoncé au dos *)

Pariner code
Code de 'associé

{002] 4

Country code

Reciplent iype

Gepre de bénéficiaira

Code du pay
| [o03] CAN | _uo.sf |

1

Filer's account number (15 charatters)
Numére de compie du déclarant {15 caractéres)

| 001 ] 808209530RZ0001 |

Partner's identification number
Numérp didentffication de fassocié

006) 821777 333

Total fimited partner business income {loss)

Total business income (loss)
Revenu (perte) totalie) d'entreprise

Revenu (perte) totate) d'entreprise du commanditaire
010 ? -10,388,152160

[oz20]

-10,391,326]75]

Partner's share (%) of partnarship

Part de l'associé (%) dans

|z sociélé de personnes
005 34.191386

Total capital gains (losses)

Capital cost allowance
Déduction pour amortissement

Fotal des gains (perles) en capital
030

Last name (print} ~ Nom de famille (en letires mouiées)

Partner's name and address — Nom ef adresse de 'associé

First name — Prénom  Initials

| SON Finance Corp, {trustee)

BDO Canada
&63 Berforg Street, P.O Box 849
Wiarton ON NOHZT0

Box-LCase Code

Other informaticn — Autres renselgnements

Box~Case Code

Other information — Aulres renseignements

Beox—Case _Code

Other information — Aulres renseignements

Box—Case Code

Other information — Autres renseignements

Box—Case Cogde

I Other information — Autres renseignements

Box—~ Case Code

Cther information - Aulres ranseignements

Box—Case Code

Otiher information « Aulres renseignements

Box—Case Coda

Ottier information - Aulres renseignements

Box—Case Cede

Other information ~ Aulres renseignements

Box—Case Code

Other information — Aufres renseignements

T5015 (14)

Protected B when completed ~ Protégé B une fois rempii

| 040 8,430,568/08
- initiales
Box Box
Case _Code Amount — Montant Case _Ccde Amount - Montant
116 L -10,391,326(75]
Hox ) Box
Case Code Amount — Montant Case _Code I Amourt - Montant
Box Box .
Case Code | Amount — Mn::mar:ti i Case Code Amount « Montant
Box Box
Case Code Amount — Momaml Case Code Amount - Montant
Box Box
Case Code Armount — Montant Case Code Amount — Montant

L] Ll

Box Box
Case Code Amount - Montant Case_ Code

I I I N |

Amount - Montant

Box Box
Case Code Amtount ~ Montant Case Code

[N N N I N

Amount — Montant

Box Box

Case _Code Amount -~ Montant Lase Code Amount — Montant
Box Box

Case  Code Amount - Montant Case Code Amount — Montant
Box Box

Case  Code Amount - Monfant Case _Code Amount - Mentant
Box Box

Case  Code Amount - Montant Case Code Amount — Montant
Box Box

Gase Code Amount — Montant Case Code Ameunt — Mantant

-23-

Privacy Acl, personal information bank numbers CRA PPU 047and CRA PPU 005
Loi sur la‘pratection des refiseignemenis persannels, fichiers de renseignements

personnets ARG PPU G47 et ARC PPU 005

For Tax Centre 1

Pour le Centre fiscal 1

Approval Code/Code d'approbation : RC-14-414



Canada Revenue
Agency

Agence du revenu
du Canada

i+l

Fiscal period end
Exercice se terminani le

YYYY MM DD

T5013

2014-12-31 Statement of Partnership Income

AAAA MM JJ E£tat des revenus d'une société de personnes

Filer's name and address — Nom et adresse du déciarant

B2M Limited Partnership
185 Clegg Road
Markham ON L6G1B7

Tax sheiter identification number (ses statement on reverse side *}
Numére dinscription de Pabri fiscal {lisez Pénoncé ay dos %)

Partner code
Code de Fassocid

002 2

Couniry code Recipient type

Code du pays Genre de bénéficiaire
f 803 CAN 004 i 3

Fier's account number {15 characters)

Numéro de compte du déclarant {15 caraciéres
[001] g08209530RZ0001 1

Total limited partner business income (loss)
Revenu {perte) total{e} dentreprise du commanditaire

010}

Total business income (loss)
Revenu (perie) total{e} d'entreprise.

| 020 -22,056,045/00]

Partner's share (%) of partnership

Partner's identification number
Numére d'identification de fassocié

Part de 'associé {%} dans

fa sociétd de parsennes .
005 l 65.708615

Total capital gains (losses) Capital cost allowance

Déduction pour amortissement

Tota! dos gains {pertes) en capital
006 | 518381840 030] K | 040 17,899.717100]
Partner's name and address « Nom et adresse de I'associé
Last name {print) - Nom de famille (en fettres moulées) First name — Prénom  Initials — Initiales
»| B2M GP INC
185 Clegg Road
Markham ON L6G 1B7
’ Box Box
Case Code Amount - Mortant Case_ Cede Amount ~ Montant
116 [ -22,056 045 0{31 l
Box Box
Case_ Code Amount - Montant E Case  Code Amount - Montant
Box Box
Case Code Amount -~ Montant Case  Code Amount — Montant

Btgx;c_a_Ta Code Qther information ~ Aulres renseignements
Box - Case Gode Other information -~ Auires renseignements
)
Code Other information — Autres renseignements
Box-—Case Ceode Other information —- Autres renselanaments
LT '
Box-Gase Code Othetinformation — Aulres renseianements
I | |
Box—Case Lode Other information - Autres ranseignsments
) e———

Rox—LCase Code

Box -~ Gase

Other information — Autres renseignements

Box-Case Code Gther infermation — Autres renseignements

Box—Case Code Cther information — Autres renseignements

Box— Case Cods Other infermation ~ Autres renssignements

] ]

Box Box

Case Code Amount - Montant Case  Code Amount -~ Montant
Box Box

Case = _Code Amount - Montant Case Code Amount - Montant
Box Box

Case Code Amount -~ Montant Case  (ode Amount — Montant
Box Box

Case  Code Amount ~ Montant Case Code Ameount — Montant
Box . Box

Case  Lode Amount — Montant Case  Code Amount — Montant
Box Bex

Gase Caode Amount — Montant Case, Gode Amount = Montant
Box Box

GCase  Code Amaunt — Montant Case. Code Amaunt — Montant
Box Box

Case_ Code Amount — Mostant Case  Code Amount — Montant
Box Bax

Gase_ Code Amount — Montant Case  Code Amount — Montant

Privacy Act, persanat information bank numbers CRA PPU 047and CRA PP 005
Lof sur la protection des renseignaments personnels, fichiers de senseignaments
parsannsts ARC PPU 047 et ARC PPU 005

For Recipient — Attach fo your income tax return 2
Bénéficiaire — Annexez & votre déclaration d'impdt sur le revenu 2

See recipient instructions
Voir les instructions du hénéficiaire

T5013 (14} Protected B when completed — Protégé B une fois rempli

-24- Approval Code/Gode dapprobation : RC-14-414



E % Canada Revenue  Agence du revenu YYYY Mw DD . T5013
Agency du Canada Fiscal period end

Exercice se terminant ie. 2014-12-31 ) Statement of Partnership Income

AAAA MM JJ Ftat des revenus d'une société de personnes

Tax shelter idenlification number (see statement on reverse side *)
Numéro d'inscription de I'abri fizcal {lisez I'énoncé au dos ™)

File's name and address - Nom et adresse du déclarant

B2M Limited Partnership

185 Clegg Road Partner code Country code Recipiant type
Markham ON L&6G1B7 Code de I'associé Gode du pays Genre de bénéficiaire
[002 2 003] can ] [ood] 3
Filer's account number (15 characters) Total limited pariner business income (Joss} Yetal business income (ioss)

Numéro.de compte du déclarant (15 caractéres) Revenu {perte) total{e) d'entreprise du commeanditaire Revenu {perte} total(e) d'entreprise
1001 | 808209530R70001 i fgw - 020 -22,056,04500

Pariner's share (%} of partnership
Partner's identification number Part de I'associé (%) dans Total capital gains (losses) Capital cost allowance

Numére didentification de lassocié ia sociSté de personnes Total des gains (pertes) en capitad Dédustion pour amortissement
|008 | 818381840 005| 65708615 030] 040 17,899,717/00

Parther's name and address — Nom ¢t adresse de "associé

Last name (print) - Nom de famille (en lettres moulées) First name — Prénom  Inflials ~ Initiales
| Bam 6P NG

185 Clegg Road
Markham ON L6G 1B7

Box Box
Cese  Code Amount - Montant Gase  Gode Amount ~ Montant
116 205604500 | | !
Box Box
Lase Code “ Amount - Montant Case Cods Amount ~ Montant
Box . : Box
Box—Case Code Cther information - Autres renselgnements Case _Code Amount - Montant I Case I Goda } l Amount ~ Moniant
Box Box
Box—Case Code | Gther information - Autres renselgnements Case _Code Amount - Montant Case  Code Amount ~ Montant
Box Box
Box-Case Code Other information — Aulres renseignements Case, Code Amount - WMontant Gase  Code ’ | Amount ~ Montant
. Box Box
Box~Case Code l Other information - Autres renseignements Case Code I Amouni — Montant | Case “ Code H Amount — Montant
Box Box
Box~ Case Code Qther information — Autres renseignements Case Code Amount = Mentant Case  Code Amount — Montant
Box Box
Box.- Case Code | Other information — Autres renseignements ] Lase  Code ] Ameunt— Montant Lase - Code Amount — Montant
Box Box
8ox - Case Code i Other information - Aulres renseignements I l Case “ Code i I Amount - Montantl i Case J Code “ Amount — Mortant
. Box Box
Box - Case GCode Other information — Autres renselgnements ? Case i Code ] l Amount ~ Montant Case ] Code I l Armnount — Montant
Box Box
Box - Gase  Lode Cthor information ~ Autres renselgnements i Case i Cede I ] Amount ~ Montant I__(:ase [ Code ] E Amount — Montant
Bex Box
Box~Case Crde Other information - Autres renseignements Case_Code Amount - Moniant Case Code Amount - Montarnt

| Il

Privacy Act, personal information bank numbers CRA PP D47and CRA PPL) 005
Loi sur la protection des renseignements personnels, fichiers de renseignements
personnels ARC PPU C47 et ARC PPL DOS

For Recipient — Keep this stip for your records 3
Bénéficiaire - Conservez pour vos dossiers 3

See recipient instructions
Vair les instructions du bénéficiaire

T5013 (14) Protected B when completed ~ Protégé B unhe fols rempli -25- Approval Code/Code dapprobation :  RC-14-414



i *l Canada Revenue Agence du revenu YYYY MM DD T5013

Agency du Canada Fiscal period end .
Exercice se terminant fe 2014-12-33 i Statement of Partnership Income
AMAA MM I Etat des revenus d'une société de personnes

. _ < : Tax shelter identification number {see statement on reverse side *)
Filer's name and address ~ Nom et adresse du déctarant Numére d'inscription de I'abri fiscal {lisez I'énoncé au dos *)
B2M Limited Partnership

185 Clegg Road : : Pariner code Country code Recipient type
Markham ON L&G1E7 Code de Passoclé Code du pays Senre de bénéficiaire
i 002 ! 0 003 CAN E 404 3
Filer's account number (15 characters} ) Total limited partner business income {loss) Total business income (foss)
Numére de compte du déclarant (15 caractéres) - . Revenu (perte) totalle) d'entreprise du commanditaire Revenu (perte) totaiie) dentreprise
001} 808209530RZ0001 | o10 -100 020
Partner's share {%) of partnership
Pariner's ddentification number . Part de lassocié (%) dans Tetal capital gains {losses} Capital cost allowance

Numére didentification de Yassocis la societé de personnes Total des gains (peres) en capial DRédugtion nour amorlissement
005? 818382046 i905 0.100000 030 . ]940 27,241100

Partner's name and address — Nom et adresse de I'associé
Last name (print} — Nom de famille (en letires moulées) First name — Prénom  Initials — Initiales
Pl HYDRO ONE B2M LP INC
483 BAY STREET
7TH FLOOR SQUTH TOWER
- Box Box
TORONTO ON M5G 2P5 Case Code Amount ~ Montant Case Code Amount - Montant
104 { ~1100; | 105 { i 1]00
Bex Hox
Case Cods Amount ~ Montant Case Code Amount — Montant
106 I 1100; | 108 { 1 33,565}00
Bex Box
Box — CaTe [ Code | | Other information ~ Autres fenseignements . Case Cods Amount ~ Montant Case ( Code EE Amount — Mcntanll
Box Box
Box~Case Code CGther information — Autres renseignements | Case-  Code Amount — Montant Case Cuode Amount - Mantant
Box Box
Box —Case Code Other information — Audres renseignements i R Case Code Amount — Montant Lase  Code Amount - Montant
Box Box
Box— Case Code ! Other information — Aulres fenseignements . : Case Code Amount — Montant Case  Code Amount - Montant
Box Box
Box--Case GCods Other information - Autres renseignements Case_ . Code Amount - Montant Case_ Cods i - Amount - Mcntaml
Box Box
Box--Case Code DOther information - Autres renssignements - Case  Code Asnount - Montant Case_ Code Amount - Montant
Box Box
Box - Case Code Other information ~ Autres renseignements Case_ Code Amount - Montant Case Code Amount — Montant
Box Box
Box - Case Cods Other information — Aufres renseignements . . Case_ {ade Amount - Mantant Case_ Code Amount — Montant
Box Box
Box - Case Code Other information - Autres renseignements . ’ Case Qode Amount - Montant Case Code Amaunt — Montant
Box Box

Box--Case Code Other information -~ Autres renseignements M Case Code Amount -~ Montant Case Code i Amount — Montant

Privacy Act, personat information bank numbers CRA PPU 047and CRA PP 005
Loi surla profection des renseignements personnels, fichiers de ranseignements
personnels ARC PPU 047 et ARC PPU 005

For Recipient — Attach to your income tax return 2
Bénéficiaire — Annexez & votre déclaration d'impét sur le revenu 2

See recipient instructions
Voir les instructions du bénéficiaire

T5013 {14} Protected B when completed ~ Protégé B une fois rempli - -26- : : Approval Code/Code d'approbation @+ RC-14-414



R |

Canada Revenue
Agency

Agence du revenu
du Canada Fiscal period end

Exercice se terminarnt le

YYYY MM DD

2014-12-31

ABAA MM JJ

Fiter's name and address — Nom et adresse du déclarant

B2M Limited Partnership
185 Clegg Road
Markham ON L6G1IB7

Tax sheiter identification number (ser statement on reverse side *)
Numéro dinscription de I'abri fiscal (lisez P'énoncé au dos *)

T5013

) Statement of Partnership income
Etat des revenus d'une société de personnes

Partner code Country code Recipient type
Code de lassosié Code du pays Genre de béndficlaire
[o02 ] 0 [003] can | |ooa] 3

Fiter's account number (15 characters)

Numéro de compte du déclarant (16 caractéres) ’
001 | 808209530RZ0001 l

Pariner's share (%) of partinership

Partner's identfication number
Numéro didentification de Fassocié

006 | 818382045

Part de 'associé (%) dans

Total limited partner business income {loss)

Revenu [perie) total(e] d'entre; rise du commenditaire
016 -1i00

Total capital gains (losses)

Total des gains {pertes) en capitat

la société de personnes
6as 0. 100000]

Last name {print} ~ Nom de famille {en letires moulées)

Partner's name and address — Nom et adresse e 'associé

First name - Prénorn

Initiats - nitiales

>i HYDRO ONE B2M LP INC

483 BAY STREET
7T+ FLOOR SOUTH TOWER
TORONTO ON MSG 2P5

Total business incoma {loss}

Revenu {penre) fotal(e) d'entreprise
0z0

Déduction pour amontissement
040 27,241 f 0o i

Capitat cost aliowance

Box—Case Cods

Other information — Autres renseignements

Box—Case Code

Other information — Autres renseignements

Box—~Case Code

Other information — Autres renselgnements

Box—Case Code

Cther information — Auires renselgnements

Box—Case Code

Other information — Auires renseignements

Box—Case Code

E : Other information — Autres renseignements

Box—-Case Code

] Other information — Autres renseignements

Box—-Case Code

Other information — Autres renseignements

Box~Case Code

Other iInformation - Autres renseignemeants

Box—Case Code

Other information ~ Autres renseignements

T5013 (14)

030
Box Box

Case Code Ampunt — Mortant Case Code Amount — Montant
104 -tloo] [ 105l ] 1o
Box Box

Case Code Amount — Montant Case.  Code Amount — Montant
w6l )i too| | 108]| || 33,56500
Box Box

Cese Code ] i Amount — Montant GCase Code I l Amgunt — Montant
Box Box

Case Code Amount — Montant Case,. Code Ameunt - Montant
Box . Box

Case Code Amount — Montant Case  Code Amouni - Montant
Box Box

Case  Code il Amount — Montant Case_ Code H Amount — Montant
Box Box

Case_ Code Amount — Montant Case Code Amount — Montant
Beox Box

Case_ Code Amount — Montant Case Code Amount ~ Montant
Box Box

Case Ceode | l Ameount - Montang Case_Code Amount —Montant ..
Box Box

Case Lode Amount ~ Montant Case Code Amount — Montant
Box Box

Case Code Amount — Montant Case Code Amount — Montant
Bex Box

Case Code Amount — Montant Case Code Amount — Montant

Privacy Act, personal information bank numbers CRA PPL 047and CRA PP 005
Lof sur fa protection des renseignements personnels, fichiers de renseignements
persornels ARC PP D47 el ARC PP 005

For Recipient ~ Keep this slip for your records 3
Bénéficiaire - Conservez pour vos dossiers 3

See recipient instructions
Voir fes instructions du bénéficiaire

Protected B when completed - Protégé B une fois rempli
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I*. Canada Revenue  Agence du revenu YYYY MM DD T501 3

Agency du Canada Fiscal period end
. Exercice se terminant le 2014-12-31 3 Statement of Partnership Income
ABAA MM JJ Etat des revenus d'une société de personnes

i - & Tax sheiter identification number (see statement on reverse side *}
Fiars nafne and address ~ Nom ot adresse du déclarant Ruméro dinscrption de Fabsd fiscal (lisez Ménoncd au gos 1) | i
B2M Limited Partnarship

185 C;@gg Road Pariner code Country code Recipient type
Markham ON L6G1B7 - Codo de fassocié Code du pays Genre de bénéficlaire
{002 4 | [003]  can [ 004 1
Filer's account number {15 characters) Total limited partner business incomae (foss) Total business income (lass)
Numéro de comple du déclarant (15 caractéres) Revenu (parte) tolal(e) dentreprise du commanditaire Revenu (perte} fotal{e) d'entreprise
|001] 808209530R70001 | 010 -10,388,152/00 020 - -10,301,326(75
Pariner's share (%) of parinership
Partner's identification number Part de l'associé (%) dans Total capital gains (fosses) Capital cost allowance

Numéro didentffication de 'associé __ia socisté de personnes Fotal des gains (pertes) en capital Déduction pour amortissement
006 | 821 777333 005 34.191386{ 030 040 8,430,568/08

Partner’s name and address — Nom et adresse de l'associé
Last name (print} ~ Noem de famille {en lettres moulées) First name -~ Prénom  Initials - Initiales
»| SON Finance Corp, (trustee)
BDO Canada
663 Berford Street, P.O Box 849
i Box Box
Wiarton ON NOHZTO Lase  Code Amount — Montant Case Code -Amount — Montant
[ 116] | -10,391,326[75] |
Box Box
Gase, . Code Amount — Montant Case  Code Ameunt — Montant
Box Box
Bex—Case Code Other information — Autres renseignements i E Case l Gode [ Amourt — Montant Case [ Code | I Ameount ~ Montant
Box Box
Box—Case Cote [ Other informnation ~ Autres reaseignements i Case  Cods Amount — Montant Case Code Amount —- Montant
Box Box
Box—Case Cods Other information — Autres renseignements i Lase Code Amournt — Montant Case  Code Amount — Maontant
Box Box
Box-~Case Code [ Other information — Autres reaseignements Case ! Gode H Amount - Moniant Case Code I Amount — Momant!
. i Box Box
Box—Case Cade Cther information — Aulres renselgnements Case Code Amount ~ Montant Case Code l Amount = Moniaatl
Bex Box
Box—Case Code Giher information — Autres renseignements Case _Code Amount —~ Montant Case Cods l Amount -- Mcnlantl
Box Box
Box—Case Code | Other informalion — Autres renseignaments Case Code Amotint — Montant Case_ Code l Amount - Mcntaatl
Box Box
Box - Case Code | Other information — Autres renseignemants Case Code Amount — Montant Casae Cods [ Amount - Monlantl
Box Box
Box—-Case Code I Other information - Autres renseignements . Case Code Arnount — Montant Case  Code Amount - Montant
Box Box

Box-Cuse Code Other information - Autres renseignements Case  Code Armount -- Montant Case_ Code Amount ~ Montant

Prvacy Act, personal information bank numbers CRA PPU G47and CRA PPU (0S5
Lef sur la protection des renseignements parsonnels, fichiers de renseignements
personnals ARC PPU 047 of ARC PPU 005

For Recipient — Attach to your income tax return 2
‘Bénsficiaire ~ Annexez a votre déclaration d'impdt sur le revenu 2

See recipient instructions
Voir les instructions du bénéficiaire

T5013 (14) Protected B when completed - Protégé B une fois rempii -28- Approval Code/Code d'approbation : RC-14-414



Canada Revenue  Agence du revenu YYYY MM DD . T501 3
Agency du Canada Fiscal period end
Exercice se terminant ie 2014-12-31 . Statement of Partnership Income

AMAA MM L Etat des revenus d'une société de personnes

Tax shelter identification number (see staternent on reverse side %)
Numéro dinscriplion de 'sbri fiscal {lisez I'énoncé au dos *)

g

Filers name and address ~ Nom et adresse du daclarant

B2M Limited Partnership

185 Clegg Road Pariner code . Goundry code Recipient type
Markham ON L6GIR7 Code de l'asso0ié Code gu pays Genre de bénéficiaire
002 ! 4 003 CAN 004 1 i

Filter's account number (15 characters) ' Tolal lim#ed pariner business income (loss) Total business income {loss)

Numéro de compte du déciarant {15 caractéres) Revenu {perie) tolal{e) d'enfreprise du commanditaire Revenu {perte) tofal{e) dentreprise
[001] 808209530R70001 | ‘ 010 i -10,388,152/00 020 -10,391,326/75

Partner's share (%) of partnership
Partners ident¥ication number Part da l'associé (%) dans Tetel capital gains (losses) Capital cost aliowance

Numéro d'identification de |'associé la sociélé de personhes Tolal des gains (pertes) en capital Deduction pour amortissement
006| 821777 333 | 005 34.191386 030 040 8.430,56_8108

Parfner's name and address — Nom et adresse de {'associé
Last name (print) - Nom de famille (en lefires moulées) First name — Prénom  Initials — Initiales
B! SON Finence Corp, (trustee)
BDO Canada
663 Berford Street, P.O Box 849
i Box Box
Wiarton ON NOHZT0 Case _Code Amount - Montant Case  Code Amount - Montant
fuell )1 -io3enzeelzs) [ [
Box Box
Case  Code H Ampunt ~ Montant Case_  Code Amount — Montant
Box Box
Box—Case _Code Other information — Aufres renseignements ’ i i Case ” Code H Amount ~ Montant Case ' Code H Armount ~ Mentant
Box Box
Box—Case Code Other information — Autres renseignements ] I Case “ Code “ Amount - Montant Case I Code “ Amount — Montant
Box Box :
Box -~ Case ‘ Code ] I Other information — Autres renseignements Case i Code “ Arnount ~ Mconianti | Case | Code ” Amount — Mentant
Box Bex
Box ~ Case l Code | I Other information — Autres renseignements Case 1 Lode H Amount — Montant Case E Code H Ameunt — Montant
’ Box Box
Box —Case I Code i E Cther information — Autres renseignements : .Case Code Amount — Montant “Case Code Armount — Mentant
Box Box
Box—Case Code ; Cther information -~ Autres renselgnements Case _Code Amount —~ Montant Case  Code - Amount—Montant
Box Box
Box--Case Code Other inforrmation — Autres renseignements Case Code Amount — Montant Case _Code I Amount — Mozzta:nti
Bex Box
Box~Case Code Other information ~ Autres renseignements Case Code I Amount — Montant] E Case Code Amount - Montant
Box Box
Bex~ Case Code Other information - Adlres renseignements Case Code Amount — Montanl . _Case I Code i ] Armount — I's.floz':tzantl
Box Box

Boxm C._a_Te Code Qther information - Aulres renseignements Case I Code |] Ampunt — Montant Case l Code H Amount -~ Montanl]

Frivacy Act, personal information bank numbers CRA PPU 047and CRA PPU 005
Loi sur fa protection des renseignements personnels, fichlers de ranseignements
personrels ARC PPLE 047 ot ARG PPL) 005

For Recipient - Keep this slip for your records 3
Bénéficiaire - Conservez pour vos dossiers 3

See recipient instructions
Voir les instructions du bénéficiaire

T5043 (14) Protected B when completed ~ Protégé B une fois rempli -29- Approval Code/Code d'approbation : RC-14-414



Ganada Revenue
Agency

Agence du revenu
du Canada

i+l

Fiscai pericd end
Exercice se terminant le

YYYY MM DD

2034-12-31

AAAA MM JJ

Filer's name and address - Nom et adresse du déclarant

B2M Limited Partnership
185 Clegg Road
Markham ON L6G1B7

T5013

Statement of Partnership income
Etat des revenus d'une société de personnes

TFax shelter identification number {(see¢ statement on reverse side *)
Nusmére d'inscription de 'abri fiscat (lisez Pénoncé au dos *)

3

Pariner code
Code de ['associé

002 5

Country code

Recipiant type

Genre de bénéficiaire

Code du pays i
[ 003 I CAN 004 I

3

Filer's account number (15 characters)
Numére de compte du déclarant (15 caractéres)

0011 808200530R70001 |

Tolat limited partner business income {foss)
Revenu {penie) total{s) d'entreprise duy commanditaire

lo10]

020

Total business income (loss)
Revenu {perte} totaife) d'entreprise

-22,056,045(00

Parinar's share (%) of partnership

Partner's identification number
Numére d'identification de I'associé

006 | 818381840

Pari de ['associé (%) dans

fa société de personnes
005 ’ £5.708615

Total capitat gains (fosses)

Capital cost allowance

Partner's name and address - Nom et adresse de I'associé

Last name (print) - Nom de famille (en lettres mouléas}) First name — Prénam

Initials ~

| BoMGp NG

185 Clegg Road
Markham ON L6G 1B7

Box--Case Code

Other information ~ Autres reraseigﬁements

Other information - Autres renseignements

Box- Case Code Other information ~ Autres renseignements
I

Boxw~ Case Code Other information — Aulres renseignements
RN

Box-Gase Code Cther information — Aulres renseianements
1]

Code Cther information — .‘Autras renseignements

Box—-Case Code Ciher information — Autras renseignements
L]

Box-—Case Code Giher information — Autres renseianements
Oy ee———

Box—Case GCode

Box- Case Code

Box - Case

Other information — Autres renseignements

Box—LCase Cede Other infermation — Autres renseignements

T5013 {14) Protected B when completed — Protégé B une fois rempli

Tola! des gains (pertes) en capital Déduction pour ameorti it
| 040 17,899,71700]
Initiales
Box Bex
Case Code Amount - Montant Case Code Amount - Montant
] I -22,056,045:00 l

Box Box
Case_ Code Amount - Montant Case_Code l Amount - Montant
Bax Box
Case Code Amount - Montant Case Code Amount - Montant
Box Box
Case  Code Amount - Montaat Case Code Amount - Montant
Box Box
Gase Code Amount - Montant Case Code Amount — Montant
Box Box
Case _Code Amount — Montant Case _Code Amount — Montant
Box Box
Case. _GCode Amount — Montant Gase,  Code l Amount — Montant
Box Box
Casa. .Code Ameount — Mentard Case Code Amount — Montant
Box Box
Case_ Ceode Amount — Montant Case  Code Asmount — Montant
Box Box
Case_ Code Ameunt — Montarg Case  GCode Aemnousnt ~ Montant
Box Box
Case_ Cede Amaount — Montant Case Code Amount ~ Montant
Box Bax
Case Code Amount ~ Mentant Case  Code Amount — Montant

Prvacy Act, personal information bank numbers CRA PPU 047and CRA PPU CD5
Lof sur fa protection des renseignements personnels, fichiers de renseignements
perscnnels ARC PPU 047 et ARC PPU 005

For Partnership 4
Pour la société de personnes 4

Approval Code/Code d'approbation :

RC-14-414
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Canada Revenue
Agency

Agence du revenu

YYYY MM DD

du Canada Fiscal period end

Exercice se terminant le

2014-12-31

AAAA

Markham ON

Filer's name and address - Nom et adresse du déclarant

B2M Limited Partnership
185 Clegg Road

LeGIB7

MM JJ

T6013

Statement of Partnership income

Etat des revenus d'une société de personnes

Tax sheller identification number {see statement on reverse side *)
Numéro dlinscriplion de fabri fiscal (#sez P'énoned au dos ™)

" Fiter's account numeber (15 characters)
Numéro de comple du déclarant {15 caraciéres)

[001] 808209530RZ0001 |

Pariner's identification number
Numére didentification de l'associé

Partner's share (%) of partnership

Parl de l'associé {%} dans

[o06 | 818382046

|2 société de personpes
005 £.100000 !

Pariner code Counlry code Recipient type
Code de l'associé Cede du pays Genre de béndficiaire
l002] 0 [ 003! can | [ooa] 3

Total limited partner business income (loss)

Revenu {perte) totai(e) d'enfreprise du commanditaire
010 -1100

Totat capnal gains (Jossas}

To!al des gains (pertes) en capiia

Last name {print} - Nom de famiiie {en lefires moulées)

Partner's name and address —~ Nom et adresse de V'associé

First name — Prénom

Initials — Initiales

P] HYDRO ONE B2M LP INC

483 BAY STREET
7TH FLOOR SOUTH TOWER
TORONTO ON M5G 2P5

Yotal business income {loss)

Revenu (pere) total(e} d'entreprise
020

Capital cost aliowance

Dédustion pour amortissement
040 27,241 00’

Box—LCase Code

| Other information — Aulres renseignements

Box—-Case Code

Other information — Autres renseignements

Box—Case Code

Other Information — Aulres renseignements

Box-Case Code

QOther informalion - Autres renseignements

Box- Case Code

Other information ~ Aufres renseignements

Box- Case Code

Other information - Autres renseignements

Box.-Case Code

Other information ~ Aulres renseignements

Box.-Case Code

Other information — Autres renselghements

Box - Case Code

Other informalion — Autres renseignements

Box--Case Code

Cther information — Aufres renseignements .

T5013 (14)

Protected B when completed — Protégé B une fois rempli-

-31-

Box Box

Case  Code Amount — Montant Case Code Amount = Montant
104 -1loo] | zo5]| 1]oo]
Box Box

Case  Code Amount — Montant Case Code Ameunt — Montant
106 ]I 1joo] | 108 I 33,56500]
Box Box

Czse  Code ] i Amount — Mentant Case Code Amaunt — Montant
Box Box

Cese  Code | i Amount — Montant Gase Code Amaunt — Montang
Box Box

Case  Code | i Amount — Mentant Case _Code Amount — Montant
Box Box

Case  Code ” Amount ~ Montant Case _ Code Ameunt ~ Montant
Box Box

Lase Code Amount - Mentant Case Cods I I Amount ~ Montant
Box Box

Case Cede Amount - Montant Case Code i ‘ Amount ~ Montant
Box Box

Case Code Amount — Mentant Case Coge Amount - Montant
Box Box

Case _Code Amount — Montart Case  Code l ] Amount — Montant
Box Box

Case Code Amount — Montant Case Code ] | Amount — Montant
Box Box

Case Code Amotnt — Montent Case Cede Amopunt — Montant

Prvacy Act, persona! information bank numbers CRA PPL 047and CRA PPU 005
Loi sur fa protection das nanseignemenis persommets, fichiers de renseignemants

Approval Code/Code d'approbation :

persornels ARC FPU 047 et ARC PPU 005

For Partnership 4
Pour la société de personnes 4
RC-14-414



Canada Revenue
Agency

Agence du revenu
du Canada

A+

Fiscal period end
Exercice se terminant le

YYYY MM DD

2014-12-31

AAAA MM JJ

Filer's name and address - Nom: et adresse dy déclarant

B2M Limited Partnership
185 Clegg Road
Markham ON L&G1B7

T5013

i Statement of Partnership Income
Etat des revenus d'une société de personnes

Tax shelter identification number (see statement on reverse side *)
Numéro dinscription de Pabri fiscal (lisez 'énoncé au dos *}

002

Partner code
Code de l'associé

4

Country code Recipient type
Gode du pays Genre de kénéficiaire
fooa]  can | [o0a] 1

Fiter's account number (15 characters}

Numére de compte du déclarant (15 caraciéres ‘
{0017 808209530R20001

Total limited ;;ar:kner busingss income {loss)

Revenu {perte) total(e) dentreprise du commanditaire
010 -10,388,152:00

“Totat business income {foss)
Revenu (perte) total(e} d'entreprise

020 -10,391,326/75

Pariner's share {%) of partnership

Pantner's identification number
Numéro didentification de I'associé

006 | 821777333

Part de l'associd (%) dans

la société de personnes
; 005 34.191386

Total capital gains (losses)

Total des gaing {pertes) en capital
030

Caphtat cost allowance

Daduction pour amorissement
040 8,430,568E(}8 1

Partner’s name and address « Nom et adresse de 'associé

Last name (print} ~ Nom de famille (en lettres mouiées) First name — Prénom

Initials - nitiales

P SON Finance Corp, {trustee)

BDO Canada
663 Berford Street, P.O Box 849
Wiarton ON NOH2TO

Box-Case Code Other infarmation -~ Autres renseignements
I

Box - Case Code Other information ~ Autres renseignements
L]

Box .~ Case Codo Other infermation — Autres renseignements
L]

Box.-Case Code Other information — Autres renseignaments

Qther information — Autres renseignements.

Qther nformation — Autres renssignements

Box—Case Code

Box-—-Case Code

Box—Case Code Other infermation — Autres renseignements

Box—Case GCode Cther information — Autres renseignements

Box—Case Code Cther information — Autres renseignements

Box—Case Cede

Cther informmation — Autres renseignements

T5043 (14) Protected B when completed ~ Protégé B une fois rempl

Box Box -

Case Code Ameunt — Montant Case Code Amount — Montant
116 -10,391,326,75 t |
Box Box

Case Code Amount — Montant Gase.  Code Amount — Montant
Box Box

Case Code Amount — Montant Case,  Code Amount — Montant
Box Box

Case Code Ametint — Montant Case  Code Amount — Montant
Box Box

Lase  Code Ameunt — Montant Case  Cede Amount — Montant
Box Box

Gase  Code Amount — Montart Lase Code Amount — Mantant
Box Hox

Case  Code Ameunt -~ Mentant Case Code Amount — Montant
Box Hox

Case  Code Amount ~ Montant Lase Code Amount — Montant
Box Box

Gase Code Ameunt - Montant Case Code Amount - Montant
Box Box

E Casg  Code Amecunt ~ Montant Case Code Amount — Montant

Hox Box

Case Code Amount - Montant Case Code Amount - Montant
Box Box

Case Code Amount — Montant Lase  Code Amount - Montarnt

[ ] L]

-32-

Privacy Act, personal information bank numbers CRA PPU 047and CRA PPU 005
Loi sur fa protection des renseignements personnels, fichiers de renselgnements

personnals ARC PPU 047 et ARC PPL) 005

For Partnership 4
Pour la société de personnes 4
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Filed: 2015-03-30
EB-2015-0026
Exhibit D1

Tab 1

Schedule 1

Page 1 of 2

RATE BASE

1. INTRODUCTION

This Exhibit provides the forecast and description of each component of B2M LP’s rate
base for the 2015 to 2019 test years. The composition of B2M LP’s assets is described in
Exhibit A, Tab 5, Schedule 1.

The rate base underlying the revenue requirement for the test years includes a forecast of
net utility plant, calculated on a mid-year average basis, plus a working capital allowance.
Net Plant includes gross plant in-service minus accumulated depreciation. Working
capital includes an allowance for cash working capital and materials and supplies

inventory.

2. UTILITY RATE BASE

B2M LP’s utility rate base for the transmission assets for the test years is filed in Exhibit
D2, Tab 1, Schedule 1. The calculation of average balances to derive net utility plant for

the historical and test years is provided at Exhibit D2, Tab 2, Schedules 1 and 2.

B2M LP’s forecast average rate base for the test years 2015 to 2019 is shown in Table 1.



Filed: 2015-03-30
EB-2015-0026

Exhibit D1
Tab 1
Schedule 1
Page 2 of 2
Table 1:
Average Transmission Rate Base
($ Millions)
Historic Test Year
Description Year
2014 2015 2016 2017 2018 2019
Gross Plant
Transmission Corridor
) 123.2 123.2 123.2 123.2 123.2 123.2
Licence
Towers and Fixtures 281.4 281.4 281.4 281.4 281.4 281.4
Conductors and Devices 143.1 143.1 143.1 143.1 143.1 143.1
Total Gross Plant 547.7 547.7 547.7 547.7 547.7 547.7
Accumulated Depreciation (21.4) (24.9) (31.7) | (385 | (45.3) | (52.1)
Net Plant in Service 526.3 522.8 516.0 509.2 502.4 495.6
Working Capital 0.0 0.0 0.0 0.0 0.0 0.0
Total Rate Base 526.3 522.8 516.0 509.2 502.4 495.6

10

11

12

There are no capital expenditures and thus no in-service additions planned during the test

years. Therefore, the gross plant balance reflects no additions to net plant in-service over
the test years. Further details are included in Exhibit D1, Tab 2, Schedule 1.

Hydro One commissioned Navigant to perform a Lead Lag study on the working capital

requirements for B2M LP. The study found that the flows substantially offset each other

and as a result the requirement for cash working capital is approximately zero. Details of

the working capital allowance are included in Exhibit D1, Tab 1, Schedule 2.




2

5

Filed: 2015-03-30
EB-2015-0026
Exhibit D1

Tab 1

Schedule 2

Page 1 of 1

WORKING CAPITAL

The working capital requirements of the B2M Limited Partnership are discussed in the
report created by Navigant found as Attachment 1 to this exhibit.

The external expert evidence statement is also included as Attachment 2.
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Filed: 2015-03-30
EB-2015-0026
Exhibit D1-1-2
Attachments 1 & 2
Page 1 of 1

A DETERMINATION OF THE WORKING CAPITAL REQUIREMENTS

Attachment 1: Navigant Working Capital Requirements Study of the B2M Limited Partnership

Attachment 2: External Expert Evidence Document
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N /\V |GANT Exhibit D-1-2
' S Attachment 1
ay Stree
sute12s0 ~ Page 1 of4
Toronto, ON M5H 2R2
416.300.0627
ralph.zarumba@navigant.com

andy.tam@navigant.com

To: Hydro One, Incorporated

From: Ralph Zarumba, Andy Tam

Date:  September 23,2013

Re: Working Capital Requirements of the B2M Limited Partnership

Working capital is the amount of funds that are required to finance the day-to-day operations of a
regulated utility and are included as part of a rate base for ratemaking purposes. A lead-lag study is the
most accurate basis for the determination of working capital and is the accepted methodology of the
Ontario Energy Board for Hydro One Networks Inc.’s (“HONI") Distribution and Transmission rate
applications.

Navigant was engaged to provide an assessment of the working capital requirements of the Bruce to
Milton Limited Partnership (“B2MLP”), a partnership between HONI and the Saugeen-Ojibway Nation
(“SON”). This partnership will allow for the transfer of most of the line assets from the Bruce to Milton
Transmission Reinforcement Project from Hydro One Transmission to the partnership.

Based upon discussions with HONI staff, the following data regarding the revenues and expenses of the
B2MLP can be ascertained:

. Revenues from the IESO will flow directly to the partnership, with the same behaviour as the

HONI Transmission revenues;

Revenues from the IESO are expected to be between $40M and $50M per year;

Expenses of the B2MLP consist largely of those incurred under an Operations and
Management (“OM”) Agreement between HONI and B2MLP. This agreement will capture
close to 100% of the expenses related to the day-to-day operations of the B2MLP;

J OM&A expenses as a result of the OM Agreement are expected to be approximately $3M per
year. B2MLP will be invoiced under the OM Agreement on a monthly basis, however the
timing of the invoicing has yet to be determined;

J HONI will also provide non-operating services to B2MLP through a Service Level Agreement
(“SLA”);

. SLA costs are estimated to be $250,000 per year, with monthly invoicing schedules similar to
the OM Agreement; and,

. The transfer of funds between the B2MLP and HONI will be through journal entries and wire
transfers, which allow HONI to receive payments on the same day that B2MLP provides
payments.

For the purpose of determining the working capital requirements of the B2MLP, the dollar amounts and
the timing of revenues and expenses were analyzed and modeled after the HONI Transmission Working
Capital Study. As the invoice scheduling from HONI to B2MLP has yet to be determined, it is
Navigant’s opinion that the monthly invoice from HONI to B2MLP under the OM Agreement should be
synchronized with the timing at which revenues from the IESO are received by the B2MLP; that is, the
payment dates from the IESO for any given month of services should coincide with payment dates to
HONI from B2MLP. Since the majority of expenses B2MLP incurs are under the OM Agreement, this
mechanism will effectively allow for the B2MLP to have a net zero working capital requirement.
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Please see attached schedules for an estimation of the described scenario of a net zero working capital
requirement for B2MLP. Table 1 shows the working capital requirement calculations, whereas Table 2
and Table 3 show the Revenue Lag and Expense Lead days for the B2MLP respectively. Note that the
‘Payment Received From IESO’ Dates (F) in Table 2 are synchronized with the ‘Payment Dates’ (D) in
Table 3, which effectively renders a net zero working capital requirement.
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Table 1 - Summary of B2MLP Working Capital Requirement

Working
R L 3 L Worki
Description evenue Lag L{UECn Net Lag Days ! L Expenses Capital
Days Days Capital Factor .
Requirement
A B C D E F G
OM Agreement 35.63 35.63 0.00 0% $3,000,000 S-
Total $3,000,000 S-
Working Capital as a
Percent of OM&A incl. 0.00%

Cost of Power

Table 2 — B2MLP IESO Revenues

rerod | peroatnding  ImoiceDats IS A S tend Time 1% T
IESO Days

A B c D E F G H | ) K
Jan-14 1/1/2014 1/31/2014 2/14/2014 $3,666,667 2/21/2014 15.50 21.00 36.50 8.33% 3.04
Feb-14 2/1/2014 2/28/2014 3/14/2014 43,666,667 3/20/2014 14.00 20.00 34.00 8.33% 2.83
Mar-14 3/1/2014 3/31/2014 4/17/2014 $3,666,667 4/23/2014 15.50 23.00 38.50 8.33% 3.21
Apr-14 4/1/2014 4/30/2014 5/14/2014 $3,666,667 5/18/2014 15.00 18.00 33.00 8.33% 2.75
May-14 5/1/2014 5/31/2014 6/14/2014 43,666,667 6/20/2014 15.50 20.00 35.50 8.33% 2.96
Jun-14 6/1/2014 6/30/2014 7/16/2014 $3,666,667 7/20/2014 15.00 20.00 35.00 8.33% 2.92
Jul-14 7/1/2014 7/31/2014 8/15/2014 $3,666,667 8/21/2014 15.50 21.00 36.50 8.33% 3.04
Aug-14 8/1/2014 8/31/2014 9/17/2014 43,666,667 9/21/2014 15.50 21.00 36.50 8.33% 3.04
Sep-14 9/1/2014 9/30/2014 10/15/2014 $3,666,667 10/19/2014 15.00 19.00 34.00 8.33% 2.83
Oct-14 10/1/2014 10/31/2014 11/15/2014 $3,666,667 11/21/2014 15.50 21.00 36.50 8.33% 3.04
Nov-14 11/1/2014 11/30/2014 12/14/2014 43,666,667 12/20/2014 15.00 20.00 35.00 8.33% 2.92
Dec-14 12/1/2014 12/31/2014 1/15/2015 $3,666,667 1/21/2015 15.50 21.00 36.50 8.33% 3.04
Total $44,000,000 100.00% 35.63
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Table 3 - B2MLP Expenses

oot ez pomenoae  ome Smheled | pome  Tomled i weheduon
A B C D E F G H | J
Jan-14 1/1/2014 1/31/2014 2/21/2014 $250,000 15.50 21.00 36.50 8.33% 3.04
Feb-14 2/1/2014 2/28/2014 3/20/2014 $250,000 14.00 20.00 34.00 8.33% 2.83
Mar-14 3/1/2014 3/31/2014 4/23/2014 $250,000 15.50 23.00 38.50 8.33% 3.21
Apr-14 4/1/2014 4/30/2014 5/18/2014 $250,000 15.00 18.00 33.00 8.33% 2.75
May-14 5/1/2014 5/31/2014 6/20/2014 $250,000 15.50 20.00 35.50 8.33% 2.96
Jun-14 6/1/2014 6/30/2014 7/20/2014 $250,000 15.00 20.00 35.00 8.33% 2.92
Jul-14 7/1/2014 7/31/2014 8/21/2014 $250,000 15.50 21.00 36.50 8.33% 3.04
Aug-14 8/1/2014 8/31/2014 9/21/2014 $250,000 15.50 21.00 36.50 8.33% 3.04
Sep-14 9/1/2014 9/30/2014 10/19/2014 $250,000 15.00 19.00 34.00 8.33% 2.83
Oct-14 10/1/2014 10/31/2014 11/21/2014 $250,000 15.50 21.00 36.50 8.33% 3.04
Nov-14 11/1/2014 11/30/2014 12/20/2014 $250,000 15.00 20.00 35.00 8.33% 2.92
Dec-14 12/1/2014 12/31/2014 1/21/2015 $250,000 15.50 21.00 36.50 8.33% 3.04
Total $3,000,000 100.00% 35.63
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Template for External Expert Rule 13A Sign Off Document
Note that the consultant may choose to provide a reference to where in the study
report the relevant information is provided rather than repeat it in its entirety in
the sign off document.

Title of Report:
A Determination of the Working Capital Requirements of the Bruce to Milton
Limited Partnership

Consultant:

Ralph Zarumba

Navigant Consulting, Ltd

333 Bay Street, Suite 1250, Toronto, ON, M5H 2R2

Qualifications:

Mr. Zarumba is a Director in Navigant’s Energy Practice specializing in regulatory
matters. With 30 years of experience performed a variety of regulatory analyses,
trained regulatory commission staff, performed revenue requirement analyses,
provided cost of service and pricing design studies and has testified as an expert
witness in multiple legal jurisdictions in several jurisdictions in North America.

Mr. Zarumba holds a BS and MA in Economics.

Instructions Provided:

The instructions provided to the expert in relation to the proceeding and, where
applicable, to each issue in the proceeding to which the expert’s evidence
relates.

e A review of Hydro One’s current lead/lag methodology with an update
to lead-lag days using more current historical data.

e A comparison of Hydro One’ s current methodology with best
practices of other utilities for computingn et cash working cap ital
requirements.

e Substantiation and validation of t he financial and lead/lag data us ed
in the study.

e Recommendation and implementation of improvements to the current
methodology to meet the future requirements of the Company, its
subsidiaries and other stakeholders such as the OEB.

e Preparation of a writt en report of the study methodology, results for
each of Bruce to Milton Limit ed Partnership recommendations
suitable for submission to the OEB to support Hydro One’s work ing
capital proposal in its forthcoming Rates proceedings.

e Prepare responses to Interrogator ies from Interveners during r ate
applications relating to the proposed Working Capital methodology.



e Be available to testify to the proposed methodology during future rate
applications.

e A final report, reflecting the cu rrent Business Plan and covering both
the Bruce to Milton Limited Partnersh ip, to be submitted in a Cost of
Service application.

e In support of the successful Proponent’s work, Hydro One’s
management will respond to all requests for basic information and/or
supporting documentation.

Basis of Evidence:

The specific information upon which the expert’s evidence is based, including a
description of any factual assumptions made and research conducted, and a list
of the documents relied on by the expert in preparing the evidence.

To develop an understanding of Hydro One’s operations, interviews with
personnel within Accounts Payable, Customer Service, Wholesale Market
Operations, Human Resources, Payroll, Treasury, and Tax Departments were
conducted. Hydro One subsequently provided sample data for Navigant to base
their lead-lag assumptions on. Development of the data set entailed gathering
raw data from the utility’s General Accounting, Accounts Payable, Customer
Service, Payroll, and Tax Systems. Once the raw data had been gathered from
the multiple in-house systems, sampling and data validation was performed to
the extent necessary and appropriate. Standard statistical sampling techniques
were used, and validation generally took the form of comparing actual invoices or
bills with data from the utility’s systems to ensure accuracy.

Other inputs provided by Hydro One include 2013 and 2014 forecasted OM&A,
removal costs, environmental costs, interest expense and tax costs, as well as
revenue projections. Included with these forecasts was analysis outlining the
amounts of HST that the above cost components attract.

Context of Evidence:

In the case of evidence that is provided in response to another expert’s evidence,
a summary of the points of agreement and disagreement with the other expert’'s
evidence. If the evidence is provided as per OEB direction to Hydro One in a
prior Decision, this should be restated here and it should be confirmed that this
evidence was not provided in response to another expert’s evidence.



This evidence is not provided in response to another expert’s evidence. In 2006,
Hydro One Transmission commissioned Navigant Consulting Inc. (Navigant) to
carry out a lead-lag study, the results of which were accepted by the Board in its
EB-2006-0501 Decision with Reasons, dated August 16, 2007. The accepted
methodology has been reviewed and updated by Navigant and accepted by the
Board as part of subsequent Transmission and Distribution rate filings EB-2008-
0272, EB-2009-0096, EB-2010-0002 and EB-2012-0031. To remain consistent
with the Board’s approved methodology, a similar review and update process has
been done as part of this filing.

Confirmation:
The expert has been made aware of and agrees to accept the responsibilities
that are or may be imposed on the expert as set out in Rule 13A.

o N D)
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T —
e e
{ ‘.\ \\ e
A \
)
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Name of Expert: Ralph Zarumba
Date: 03/24/2015
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SUMMARY OF CAPITAL EXPENDITURES AND IN-SERVICE ADDITIONS

The asset owned by B2M LP is a relatively new vintage. Approximately 90% of the line
is less than three years old and the rest is approximately thirty years old. The asset that
was constructed is a 500 kV double-circuit lattice tower line which is an extremely
durable asset in normal circumstances and therefore, capital spending of a planned nature
is not forecast over the five year horizon of this application. As a result, there are no in-

service additions forecast in gross plant over the test years.

Due to the risk of major storm damage or other events requiring capital spending, B2M
LP is proposing the creation of a variance account for unplanned capital spending.

Details of the variance account request are included at Exhibit F1, Tab 1, Schedule 1.
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Statement of Average Utility Rate Base
Test Years (2015 to 2019)
Year Ending December 31
($ Millions)
Line
No. Particulars 2014 2015 2016 2017 2018 2019
Electric Utility Plant
1 Gross plant at cost 5477  $ 5477 % 547.7 547.7 5477  $ 547.7
2 Less: accumulated depreciation (21.4) (24.9) (31.7) (38.5) (45.3) (52.1)
3 Net plant for rate base 526.3 522.8 516.0 509.2 502.4 495.6
4 Construction work in progress 0.0 0.0 0.0 0.0 0.0 0.0
5 Average net utility plant 526.3 $ 5228 $ 516.0 509.2 5024  $ 495.6
Working Capital
6 Cash working capital 0.0 0.0 0.0 0.0 0.0 0.0
7 Materials and Supplies Inventory 0.0 0.0 0.0 0.0 0.0 0.0
8 Total working capital 0.0 0.0 0.0 0.0 0.0 0.0
9 Total rate base 526.3 $ 522.8 $ 516.0 509.2 502.4 $ 495.6




B2M LP

Continuity of Property, Plant and Equipment
Historical (2014) & Test (2015 to 2019) Years
Year Ending December 31
Total - Gross Balances

($ Millions)
Opening Transfers Closing
Line No. Year Balance Additions  Retirements Sales In/Out Balance
(a) (b) (c) (d) (e) (f)

1 2014 547.7 0.0 0.0 0.0 0.0 547.7
2 2015 547.7 0.0 0.0 0.0 0.0 547.7
3 2016 547.7 0.0 0.0 0.0 0.0 547.7
4 2017 547.7 0.0 0.0 0.0 0.0 547.7
5 2018 547.7 0.0 0.0 0.0 0.0 547.7
6 2019 547.7 0.0 0.0 0.0 0.0 547.7

Filed: 2015-03-30
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B2M LP

Continuity of Property, Plant and Equipment - Accumulated Depreciation
Historical (2014) & Test (2015 to 2019) Years

Year Ending December 31

($ Millions)
Opening Transfers Closing
Line No. Year Balance  Provision Retirements Sales In/Out  Balance Average
(a) (b) (c) (d) (e) (f) (9)
Historic
1 2014 21.3 0.3 0.0 0.0 0.0 21.5 214
Test
2 2015 21.5 6.8 0.0 0.0 0.0 28.3 24.9
3 2016 28.3 6.8 0.0 0.0 0.0 35.1 31.7
4 2017 35.1 6.8 0.0 0.0 0.0 41.9 38.5
5 2018 41.9 6.8 0.0 0.0 0.0 48.7 45.3
6 2019 48.7 6.8 0.0 0.0 0.0 55.5 52.1

Filed: 2015-03-30
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B2M LP
Statement of Working Capital
Annual Average
Test Years (2015 to 2019)
($ Millions)
Line
No.  Particulars 2015 2016 2017 2018 2019
(a) (b) (c) (d) (e)
1 Cash Working Capital $ 00 $ 0.0 0.0 0.0 0.0
2 Materials and Supplies 0.0 0.0 0.0 0.0 0.0
3 Total $ 00 $ 0.0 0.0 0.0 0.0




11
12

13

14

15

16

17

REVENUE REQUIREMENT

1.0 SUMMARY OF REVENUE REQUIREMENT

Updated: 2015-06-29
EB-2015-0026
Exhibit E1

Tab 1

Schedule 1
Page 1 of 3

B2M LP has followed standard regulatory practice in the calculation of revenue

requirement as follows:

Table 1
Revenue Requirement
($ Millions)
Components 2015 | 2016 | 2017 | 2018 | 2019 | Reference
OM&A 18 | 12 | 12 | 25 | 15 | BxhibitCLTab2,
Schedule 1
. Exhibit C2, Tab 2,
Depreciation 6.8 6.8 6.8 6.8 6.8 Schedule 1
Income Taxes 04 | 04 | 04 | 09 | 11 | BExhibitC2 Tab3,
Schedule 1
Cost of Capital 208 | 256 | 261 | 261 | 259 | EXNibitBl Tabl,
Schedule 1
Start-Up and Development Exhibit E1, Tab 1,
Costs Recovery* 0.0 1.9 1.9 1.9 1.9 Schedule 2
Total Revenue
Requirement 38.7 | 359 | 365 | 38.2 | 37.3

*$7.7 million of Start-Up and Development costs incurred prior to the test years are proposed to be

recovered at a rate of $1.925 million per year between 2016 to 2019.

The resultant revenue requirements for 2015 to 2019 are the amounts required by B2M

LP to maintain system reliability needs at the lowest practical cost.
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3.0 REVENUE REQUIREMENT - YEAR OVER YEAR COMPARISON

Table 2 below compares, the year over year comparisons of the proposed Revenue

Requirement by element for all test years.

Table 2
Comparison of Revenue Requirements
($ Millions)
2016 vs. | 2017 vs. | 2018 vs. | 2019 vs.
GO 2015 | 2016 | 2017 | 2018
OM&A (0.6) 0.1 1.2 (0.9)
Depreciation 0.0 0.0 0.0 0.0
Income Taxes 0.0 0.0 0.5 0.3
Cost of Capital (4.2) 0.6 0.0 (0.3)
Start-Up and Development Costs Recovery 1.9 0.0 0.0 0.0
Total Revenue Requirement (2.9) 0.6 1.7 (0.9)

Comparison of Year 2016 to Year 2015

The decrease in 2016 revenue requirement is primarily due to a lower debt forecast and
lower OM&A requirements, offset partially by the commencement of the incremental
recovery of the Start-Up and Development costs.

Comparison of Year 2017 to Year 2016

The increase in 2017 revenue requirement is driven by the higher short-term debt and

equity rate forecast.
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Comparison of Year 2018 to Year 2017

The increase in 2018 revenue requirement is primarily due to increased OM&A

requirements for vegetation management and higher income taxes.

Comparison of Year 2019 to Year 2018

The decrease in 2019 revenue requirement is primarily due to decreased OM&A

requirements following the vegetation management undertaken in 2018.
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START-UP AND DEVELOPMENT COSTS

1.0 INTRODUCTION

In the formation of the new B2M Limited Partnership costs were incurred by the partners
to form and develop the organizational structure established for B2M LP. This schedule
provides an overview of the start-up and development costs and a breakdown of the costs
in detail.

2.0 START-UP AND DEVELOPMENT COSTS

B2M LP has a unique structure that was designed consistent with Government policy to
allow for the equity participation of two First Nations affected by the Bruce to Milton
Project. This structure achieves the objectives of allowing major new infrastructure to be
developed on a timely basis and, at the same time, providing an at-risk investment
opportunity to the two First Nations through SON FC. The completion of the project on
schedule avoided significant interest costs that would have been added to the total cost of
the project if it had been delayed by First Nation opposition. As with all capital projects
the construction work in progress (“CWIP”) costs are allowed to earn a regulated return,
the allowance for funds used during construction (“AFUDC”). This allowed return is
added to the capital cost each year until the project is placed in service. Given the total
cost of the Bruce to Milton Project, a delay of any significant time would have resulted in
an additional capital cost much larger than the start-up costs shown below. Over the long
term, this structure also provides a benefit to ratepayers through the reduced effective tax
rate of the transmitter given the non-taxable status of the two First Nations. B2M LP
respectfully submits that if ratepayers are the beneficiary of the savings that result due to
this transaction, then it is only appropriate that recovery of the costs to setup the

transaction be recovered in rates.
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The startup and development costs relate to the following:

e Advice on formulation of the partnership structure;
e Legal fees to assist in the negotiation and draft the requisite agreements;

e Tax advice to determine an optimal tax structure and to obtain the tax rulings from

federal and provincial tax authorities;

e Advice and fees to procure partnership financing;

e Regulatory counsel to represent the applicants before regulatory bodies and provide

advice on appropriate corporate setup; and

e Other administrative support for filings and related matters.

B2M LP’s start-up and development expenses are $7.7 million, a breakdown of those

costs are provided in Table 1 below.

Table 1
Total Start-Up and Development Costs
($ Million)
Description
Legal Costs for SON 4.3
Legal Costs for Hydro One 1.8
Inergi Setup Costs 0.6
Hydro One Initial Costs 1.0
Total Start-up Costs 7.7

As described in Exhibit E1, Tabl, Schedule 1, B2M LP is proposing to recover these

costs over a four year period commencing in 2016 at a rate of $1.925 million per year in

order to minimize the impact to rate payers.
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($ Millions)
Test Test Test Test Test
Line
No. Particulars 2015 2016 2017 2018 2019
(b) (©) (d) (e) ()
Cost of Service

1 Operating, maintenance & administrative $ 1.8 1.2 1.2 % 25 % 1.5

2 Depreciation & amortization 6.8 6.8 6.8 6.8 6.8

3 Income taxes 0.4 0.4 0.4 0.9 1.1

4 Cost of service excluding return $ 9.0 8.4 84 % 102 $ 9.4

5 Start-Up and Development Costs Recovery 0.0 1.9 1.9 1.9 1.9

6  Return on capital 29.8 25.6 26.1 26.1 25.9 |

7 Total revenue requirement $ 38.7 35.9 365 §% 382 % 37.3 |
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REGULATORY ASSET ACCOUNTS REQUESTED

1.0 INTRODUCTION

This Exhibit requests approval to establish three deferral accounts for B2M LP as

follows:

Unplanned Capital Spending Account

Tax Rate Changes Account

2015 Revenue Requirement Reconciliation Account

The need for these accounts and the accounting and control process are described in

further detail in the remainder of this exhibit.

20 DESCRIPTION OF REGULATORY ACCOUNTS REQUESTED

2.1  Unplanned Capital Spending Account

This account will allow B2M LP to recover the amount of unplanned capital spending
that may take place due to unexpected events that are materially impactive to the

operation of the Company and which are outside of the Company’s control.

As outlined in Exhibit D1, Tab 2, Schedule 1; B2M LP and its service provider (Hydro
One Networks Inc.) expect that the assets will not need capital refurbishment within the
2015 to 2019 period given the characteristics and demographics of the assets. However,
although rare with 500 kV circuits, unforeseen events may take place that cause the need
for material capital spending to take place.
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Hydro One Transmission plans for such random events and due to the very large portfolio
of assets that it manages, Hydro One Transmission is generally able to accommodate
such unplanned spending within approved plans. B2M LP, as an owner/operator of a
single pair of transmission circuits, does not benefit from such system diversity. Given
its spending plan, B2ZM LP has no opportunity to accommodate material, unplanned
spending related to unforeseen events. As a result, B2M LP proposes to collect such
costs, should they occur, in a deferral account for disposition and recovery at a future

date in accordance with Board direction.

B2M LP is proposing these material unforeseen events will include such items as:

e New government directives or legislation,

Material changes to codes or standards, or

Material unforeseen weather events.

B2M LP submits that an appropriate materiality threshold for these costs is 0.5% of test
year revenue requirement; which is in accordance with the materiality thresholds in
Chapter 2, Section 2.3.4 of the Board’s Filing Requirements for Electricity Transmission

Rate Applications.

2.2 Tax Rate Changes Account

This account will track the tax impact to B2M LP of:

¢ Differences that result from a legislative or regulatory change to the tax rates or rules

compared to costs approved by the Board as part of 2015 to 2019 Transmission Rates;

and
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e Differences that result from a change in, or a disclosure of, a new assessment or
administrative policy that is published in the public tax administration or

interpretation bulletins by relevant federal or provincial tax authorities.

2.3 2015 Revenue Requirement Reconciliation Account

In proceeding EB-2014-0330, the OEB issued a Decision for B2M LP on December 11,
2014, approving an Interim rate based on a 2015 total revenue requirement of $40.6
million. In this application, B2M LP has determined the 2015 revenue requirement to be
$38.7 million.

B2M LP is requesting approval to establish a variance account to record the difference
between the final approved 2015 rate, to be determined as a result of this proceeding, and
the actual revenues received. This variance is currently calculated to be a surplus of $1.8
million. B2M LP proposes to dispose of this account through the 2016 UTRs as
discussed in Exhibit G1, Tab 2, Schedule 1.

3.0 ACCOUNTING AND CONTROL PROCESS

The accounts requested above will be managed in the similar manner as existing Hydro
One Transmission variance and deferral accounts. They will be updated monthly and
interest applied to the monthly opening principal balance in this account according to the
Board-approved rate. Balances will be reported to the Board as part of the quarterly
reporting process. The outstanding balances, whether in a debit or credit position, will be
submitted for approval to the Board as part of a future B2M LP filing.
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COST ALLOCATION AND RATE DESIGN

1. COST ALLOCATION

All assets associated with B2M LP are classified as Network assets consistent with the
cost allocation methodology approved by the Board for Hydro One Networks
Transmission in proceeding EB-2012-0031. Accordingly, all of the revenue requirement

associated with B2M’s transmission assets will be allocated to the Network pool.

The B2M LP Network revenue requirement for the purpose of setting uniform
transmission rates effective on the first day of each test year is $38.7 million for 2015,
$35.9 million for 2016, $36.5 million for 2017, $38.2 million for 2018 and $37.3 million
for 2019 as determined per Exhibit E2, Tab 1, Schedule 1.

2. CHARGE DETERMINANTS

There are no customer delivery points supplied directly from the B2M LP assets, and as
such the B2M LP Network charge determinant for the purpose of setting Uniform

Transmission Rates is zero.
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1 OVERVIEW OF UNIFORM TRANSMISSION SYSTEM RATES

1.0 INTRODUCTION

Transmission rates in Ontario have been established on a uniform basis for all transmitters in
Ontario since April 30, 2002 as per the Board’s Decision in Proceeding RP-2001-
0034/RP-2001-0035/RP-2001-0036/RP-1999-0044. The current Uniform Transmission Rates
(UTR) Schedules, which were effective on January 1, 2015 as part of the Board’s Order under
EB-2014-0357 issued January 8, 2015, are filed at Exhibit G2, Tab 1, Schedule 1. Exhibit G2,
Tab 1, Schedule 2 shows the revenue requirement and charge determinants details used to derive

the currently approved 2015 UTRs.

Since rates are established on a uniform basis, B2ZM LP’s requested revenue requirement is a
contributor to the total revenue requirement to be collected from the provincial UTR. The
revenue requirement for all the other transmitters in the province approved to participate in the
UTRs must be added to that of B2M LP in order to calculate the total transmission revenue

requirement to be collected via the UTR.*

The total revenue requirement from all transmitters must be allocated to the Network, Line
Connection and Transformation Connection rate pools in order to establish uniform rates by
pool. The revenue requirement for B2M LP will be allocated to the Network rate pool, as
discussed in Exhibit G1, Tab 1, Schedule 1. The revenue requirement by rate pool for the other
transmitters is based on the proportions established by Hydro One Transmission’s Cost
Allocation process. Once the revenue requirement by rate pool has been established, rates are

determined by applying the Provincial charge determinants for each pool to the total revenue for

! The other four transmitters currently included in the UTRs are Hydro One Networks Transmission, Great Lakes
Power Transmission Inc., Canadian Niagara Power Inc., and Five Nations Energy Inc.
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each pool. The Provincial charge determinants are the sum of all charge determinants, by rate

pool, approved by the Board for each of the transmitters participating in the UTR.

B2M LP proposes that the $1.8 million surplus difference between the actual B2M LP revenue
collected in the current 2015 UTR rates approved by the Board on an interim basis of $40.5
million, and the proposed $38.7 million 2015 revenue requirement as per this application, be
included in the 2016 B2M LP revenues to be returned via the 2016 UTRs. This amount would be
tracked in the 2015 Revenue Requirement Reconciliation Account described in Exhibit F1, Tab
1, Schedule 1. After reflecting the return of the $1.8 million 2015 surplus, the revenue
requirement for purposes of establishing 2016 UTR rates will be $34.0 million as shown at
Exhibit G2, Tab 2, Schedule 2.

The proposed 2016 Uniform Transmission Rates schedules are provided in Exhibit G2, Tab 2,
Schedule 1 and the revenue requirement and charge determinants details used to calculate the
2016 UTRs are provided in Exhibit G2, Tab 2, Schedule 2. The proposed 2016 UTR calculation
includes the currently approved values for Great Lakes Power Transmission, Canadian Niagara

Power and Five Nations Energy.
2.0 RATE IMPACTS
The changes in the Network pool rates and revenue requirement proposed in this application will

have the following minimal impact on the monthly bill for a typical residential customer; $0.00
for 2015, -$0.04 for 2016, $0.01 for 2017, $0.01 for 2018 and -$0.01 for 2019.
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1 CURRENT 2015 UNIFORM TRANSMISSION RATE SCHEDULES

2015 ONTARIO UNIFORM TRANSMISSION RATE SCHEDULES

EB-2014-0357

The rate schedules contained herein shall be effective January 1, 2015

Issued: January 8, 2015
Ontario Energy Board
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TRANSMISSION RATE SCHEDULES

TERMS AND CONDITIONS

(A) APPLICABILITY The rate schedules contained
herein pertain to the transmission service applicable to:
*The provision of Provineial Transmission Service
(PTS) to the Transmission Customers who are defined
as the entities that withdraw electricity directly from the
transmission system in the province of Ontario. «The
provision of Export Transmission Service (ETS) to
electricity market participants that export electricity to
points outside Ontario utilizing the transmission system
in the province of Ontario. The Rate Schedule ETS
applies to the wholesale market participants who utilize
the Export Service in accordance with the Market Rules
of the Ontario Electricity Market, referred to hereafter
as Market Rules. These rate schedules do not apply to
the distribution services provided by any distributors in
Ontario, nor to the purchase of energy, hourly uplift,
ancillary services or any other charges that may be
applicable in electricity markets administered by the
Independent Electricity System Operator (IESO) of
Ontario.

(B) TRANSMISSION SYSTEM CODE The
transmission service provided under these rate schedules
is in accordance with the Transmission System Code
(Code) issued by the Ontario Energy Board (OEB). The
Code sets out the requirements, standards, terms and
conditions of the transmitter’s obligation to offer to
connect to, and maintain the operation of, the
transmission system. The Code also sets out the
requirements, standards, terms and conditions under
which a Transmission Customer may connect to, and
remain connected to, the transmission system. The
Code stipulates that a transmitter shall connect new
customers, and continue to offer transmission services
to existing customers, subject to a Connection
Agreement between the customer and a transmitter.

(C) TRANSMISSION DELIVERY POINT The
Transmission Delivery Point is defined as the
transformation station, owned by a transmission
company or by the Transmission Customer, which steps
down the voltage from above 50 kV to below 50 kV and
which connects the customer to the transmission system.
The demand registered by two or more meters at any
one delivery point shall be aggregated for the purpose of
assessing transmission charges at that delivery point if
the corresponding distribution feeders from that delivery
point, or the plants taking power from that delivery
point, are owned by the same entity within the meaning
of Ontario’s Business Corporations Act. The billing
demand supplied from the transmission system shall be
adjusted for losses, as appropriate, to the Transmission
Point of Settlement, which shall be the high voltage side
of the transformer that steps down the voltage from
above 50 kV to below 50 kV.

(D) TRANSMISSION SERVICE POOLS The
transmission facilities owned by the licenced
transmission companies are categorized into three
functional pools. The transmission lines that are used
for the common benefit of all customers are categorized
as Network Lines and the corresponding terminating
facilities are Network Stations. These facilities make up
the Network Pool. The transformation station facilities
that step down the voltage from above 50 kV to below
530 kV are categorized as the Transformation
Connection Pool. Other electrical facilities (1.¢. that are
neither Network nor Transformation) are categorized as
the Line Connection Pool. All PTS customers incur
charges based on the Network Service Rate (PT5-N) of
Rate Schedule PTS.

EFFECTIVE DATE: BOARD ORDER: REPLACING BOARD Page 2 of & Ontario Uniform
January 1, 2015 EB-2014-0357 ORDER: Transmission Rate Schedule
EB-2012-0031

January 9, 2014




Filed: 2015-03-30

EB-2015-0026
Exhibit G2
Tab 1
Schedule 1
Page 3 of 6

TRANSMISSION RATE SCHEDULES

The PTS customers that utilize transformation connection
assets owned by a licenced transmission company also
incur charges based on the Transformation Connection
Service Rate (PTS-T). The customer demand supplied
from a transmission delivery point will not incur
transformation connection service charges if a customer
fully owns all transformation connection assets associated
with that transmission delivery point. The PTS customers
that utilize lines owned by a licenced transmission
company to connect to Network Station(s) also incur
charges based on the Line Connection Service Rate (PTS-
L). The customer demand supplied from a transmission
delivery point will not incur line connection service
charges if a customer fully owns all line connection assets
connecting that delivery point to a Network Station.
Similarly, the customer demand will not incur line
connection service charges for demand at a transmission
delivery point located at a Network Station.

(E) MARKET RULES The IESO will provide
transmission service utilizing the facihties owned by the
licenced transmission compames in Ontario in accordance
with the Market Rules. The Market Rules and appropriate
Market Manuals define the procedures and processes
under which the transmission service is provided in real or
operating time (on an hourly basis) as well as service
billing and settlement processes for transmission service
charges based on rate schedules contained herein.

(F) METERING REQUIREMENTS In accordance with
the Market Rules and the Transmission System Code, the
transmission service charges payable by Transmission
Customers shall be collected by the IESO. The IESO will
utilize Registered Wholesale Meters and a Metering
Registry in order to calculate the monthly transmission
service charges payable by the Transmission Customers.
Every Transmission Customer shall ensure that each
metering installation in respect of which the customer has
an obligation to pay transmission service charges

arising from the Rate Schedule PTS shall satisfy the
Wholesale Metering requirements and associated
obligations specified in Chapter 6 of the Market
Rules, including the appendices therein, whether or
ot the subject meter installation is required for
settlement purposes in the IESO-administered energy
market. A meter installation required for the
settlement of charges in the IESO-administered
energy market may be used for the settlement of
transmission service charges. The Transmission
Customer shall provide to the IESO data required to
maintain the information for the Registered
Wholesale Meters and the Metering Registry
pertaining to the metering installations with respect to
which the Transmission Customers have an obligation
to pay transmission charges in accordance with Rate
Schedule PTS. The Metering Registry for metering
installations required for the calculation of
transmission charges shall be maintained in
accordance with Chapter 6 of the Market Rules. The
Transmission Customers, or Transmission Customer
Agents if designated by the Transmission Customers,
associated with each Transmission Delivery Point will
be identified as Metered Market Participants within
the TESO’s Metering Registry. The metering data
recorded in the Metering Registry shall be used as the
basis for the calculation of transmission charges on
the settlement statement for the Transmission
Customers identified as the Metered Market
Participants for each Transmission Delivery Point.
The Metering Registry for metering installations
required for calculation of transmission charges shall
also indicate whether or not the demand associated
with specific Transmission Delivery Point(s) to which
a Transmission Customer is connected attracts Line
and/or Transformation Connection Service Charges.
This information shall be consistent with the
Connection Agreement between the Transmission
Customer and the licenced Transmission Company
that connects the customer to the IESO-Controlled
Grid.

(G) EMBEDDED GENERATION The
Transmission Customers shall ensure conformance of
Registered Wholesale Meters in accordance with
Chapter 6 of Market Rules, including

EFFECTIVE DATE: BOARD ORDER: REPLACING BOARD Page 3 of & Ontario Uniform
January 1, 2015 EB-2014-0357 ORDER: Transmission Rate Schedule
EB-2012-0031

January 9, 2014
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Metering Registry obligations, with respect to metering
installations for embedded generation that is located
behind the metering mstallation that measures the net
demand taken from the transmission system 1f (a) the
required approvals for such generation are obtained after
October 30, 1998; and (b) the generator unit rating is 2
MW or higher for renewable generation and 1 MW or
higher for non-renewable generation; and (c) the
Transmission Delivery Point through which the generator
is connected to the transmission system attracts Line or
Transformation Connection Service charges. The term
renewable generation refers to a facility that generates
electricity from the following sources: wind, solar,
Biomass, Bio-oil, Bio-gas, landfill gas, or water.
Agccordingly, the distributors that are Transmission
Customers shall ensure that connection agreements
between them and the generators, load customers, and
embedded distributors connected to their distribution
system have provisions requiring the Transmission
Customer to satisfy the requirements for Registered
Wholesale Meters and Metering Registry for such
embedded generation even if the subject embedded
generator(s) do not participate in the IESC-admimstered
energy markets.

(H) EMBEDDED CONNECTION POINT In
accordance with Chapter 6 of the Market Rules, the IESO
may permit a Metered Market Participant, as defined in

located at the embedded connection point for the purpose
of recording transactions in the IESO-administered

markets. (The Market Rules define an embedded

generation facility and distribution system). In special
situations, a metering installation at the embedded
connection point that is used to settle energy market
charges may also be used to settle transmission service
charges, if there 15 no metering installation at the point of
connection of a distribution feeder to the Transmission
Delivery Pomnt. In above situations: «The Transmission
Customer may utilize the metering installation at the
embedded connection point, including all embedded
generation and load connected to that point, to satisfy the

the Market Rules, to register a metering installation that 1s

connection point as a point of connection between load or

requirements described in Section (F) above provided that

the same metering installation is also used to satisfy
the requirement for energy transactions in the [ESO-
administered market. *The Transmission Customer
shall provide the Metering Registry information for
the metering installation at the embedded connection
point, including all embedded generation and load
connected to that point, in accordance with the
requirements described in Section (F) above so that
the IESO can calculate the monthly transmission
service charges payable by the Transmission
Customer.

BOARD ORDER:
EB-2014-0357

EFFECTIVE DATE:
January 1, 2015

REPLACING BOARD
ORDER:
EB-2012-0031

January 9, 2014

Page 4 of 6 Ontario Uniform
Transmission Rate Schedule




Filed: 2015-03-30
EB-2015-0026
Exhibit G2

Tab 1

Schedule 1

Page 5 of 6

RATE SCHEDULE: PTS PROVINCIAL TRANSMISSION SERVICE

APPLICABILITY:
The Provincial Transmission Service (PTS) is applicable to all Transmission Customers
in Ontario who own facilities that are directly connected to the transmission system in
Onftario and that withdraw electricity from this system.

Monthly Rate (§ per kW)
Network Service Rate (PTS-N): 3.78
$ Per kW of Network Billing Demand?

Line Connection Service Rate (PTS-L): 0.86
§ Per kW of Line Connection Billing Demand '

Tr formation C tion Service Rate (PTS-T): 2.00
§ Per KW of Transformation Connection Billing Demand'**

The rates quoted above shall be subject to adjustments with the approval of the Ontario

Energy Board.

Notes:

1 The demand (MW) for the purpose of this rate schedule is measured as the energy consumed during the clock hour,
on a “Per Transmission Delivery Point™ basis. The billing demand supplied from the transmission system shall be
adjusted for losses, as appropriate, to the Transmission Point of Settlement, which shall be the high voltage side of the
transformer that steps down the voltage from above 50 kV to below 50 kV at the Transmission Delivery Point.

2, The Network Service Billing Demand is defined as the higher of (a) customer coincident peak demand (MW) in the
hour of the month when the total hourly demand of all PTS customers is highest for the month, and (b) 85 % of the
customer peak demand in any hour during the peak period 7 AM to 7 PM (local time) on weekdays. excluding the
holidays as defined by IESO. The peak period hours will be between 0700 hours to 1900 hours Eastern Standard Time
during winter (i.e. during standard time) and 0600 hours to 1800 hours Eastern Standard Time during summer {i.e.
during daylight savings time), in conformance with the meter time standard used by the IMO settlement systems.

3. The Billing Demand for Line and Transformation Connection Services is defined as the Non-Coincident Peak
demand (MW) in any hour of the month. The customer demand in any hour is the sum of (a) the loss-adjusted demand
supplied from the transmission system plus (b) the demand that is supplied by embedded generation for which the
required government approvals are obtained after October 30, 1998 and which have installed capacity of 2MW or more
for renewable generation and 1 MW or higher for non-renewable generation. The term renewable generation refers toa
facility that generates electricity from the following sources: wind, solar, Biomass, Bio-cil, Bio-gas, landfill gas, or
water. The demand supplied by embedded generation will not be adjusted for losses

4. The Transformation Connection rate includes recovery for OEB approved Low Voltage Switchgear compensation
for Toronto Hydro Electric System Limited and Hydro Ottawa Limited.

TERMS AND CONDITIONS OF SERVICE:

The attached Terms and Conditions pertaining to the Transmission Rate Schedules, the
relevant provisions of the Transmission System Code, in particular the Connection
Agreement as per Appendix 1 of the Transmission System Code, and the Market Rules for
the Ontario Electricity Market shall apply. as contemplated therein, to services provided
under this Rate Schedule.

EFFECTIVE DATE: BOARD ORDER: REPLACING BOARD | Page 5 of 6 Ontario Uniform
January 1, 2015 EB-2014-0357 ORDER: Transmission Rate Schedule
EB-2012-0031

January 9, 2014
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RATE SCHEDULE: ETS EXPORT TRANSMISSION SERVICE

APPLICABILITY:

The Export Transmission Service is applicable for the use of the transmission system in
Ontario to deliver electrical energy to locations external to the Province of Ontario,
irrespective of whether this energy is supplied from generating sources within or outside

Ontario.

Hourly Rate
Export Transmission Service Rate (ETS): $1.85/ MWh

The ETS rate shall be applied to the export transactions in the Interchange Schedule Data as
per the Market Rules for Ontario’s Electricity Market. The ETS rate shall be subject to

adjustments with the approval of the Ontario Energy Board.

TERMS AND CONDITIONS OF SERVICE:

The attached Terms and Conditions pertaining to the Transmission Rate Schedules, the
relevant provisions of the Transmission System Code and the Market Rules for the Ontario
Electricity Market shall apply. as contemplated therein, to service provided under this Rate

Schedule.
EFFECTIVE DATE: BOARD ORDER: REPLACING BOARD
Jamuary 1, 2015 EB-2014-0357 ORDER:

EB-2012-0031
January 9, 2014

Page 6 of 6 Ontario Uniform
Transmission Rate Schedule
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Ontario Uniform Transmission Rates

Uniform Transmission Rates and Revenue Disbursement Allocators

(for Period January 1, 2015 to December 31, 2015)

Revenue Requirement ($)

Transmitter Line Transformation -
ecwrock Connection Connection ol
INEI $3,761,177 $R57,719 $1,708,192 $6,327 089
CNPL (interim) $2,741 895 $625.277 $1.,245,271 $4,612.443
GLPT $23 958 268 $5,463,574 $10,880 989 $40,302,831
HIN SETE 027,045 $200,230,084 5398, 768,505 $1. 477,025,634
B2M LP (interim ) $40,550,724 $0 50 540,550,724

All Transmitters 5949039110 $207.176 655 5412 602,957 $1.568,818.721
Total Annual Charge Determinants (MW
Transmitter Network Line Translorm:at]
s Connection Connection
FNEI 187.120 213 d60 T6.190
CNPI 583.420 G68.600 G68.600
GLPT 3A59.236 2,725.624 626,252
HI1N 246 888000 238.332.000 204.816.000
B2M LEP 0.000 0.000 0.000
All Tramsm itters 251,147.776 241,939,684 206,187.042
Uniform Rates and Revenue Allocators
Transmitier Line Transformation
Heemack Connection Connection
Unitorm Transmission
Rates 3.78 .56 Z.00
{($/kW-NMonth )
FMNET Allocation Factor 000396 00414 00414
CMNPIL Alloeation Factor 000289 00302 D03 02
GLPT Allocation Factor 002524 02637 02637
H1MN Allocation Factor 0.92518 96647 96647
BE2ZMILF Allocation Factor 004273 .o0000 000000
Total of Allocation Factors 1.0000 1.0000 1.0000

Note i@ FNEI Rates Revenue Regquirement and Charge Determinants per Board Decision and Order on ER-2009-
0387 dated December 9, 2010,

Note 2: CNFPI Rates Revenue Regquirement and Charge Determninants per Boand Decision on RP-20071-0034

dated December {1, 2004,

Note 3: GLPT Rates Revenue Regquirement and Charge Determinants per Board Decision on Settlement Agreemeiit

Jor EB-2014-0238 Decision and Order dated December 18, 2014,

Set as mterim on December [8, 2004 under EE-2044-0204,

Noate 4: FTIN Rates Revenue Requirement per Oral Board Decision on Settlement Agreement jfor EB-2014-0140
dated December 2, 2014, Rate Order approved January & 2015,

Note 5: B2M LFP Interim 2015 Revenwe Reguiremernt per Exhibit A - Revised in EB-2014-0330 dated Decermiber
4, 2004, OER Interim approval on December {1, 2014,

Note ¢ Calewlated data in shaded cells
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PROPOSED 2016 UNIFORM TRANSMISSION RATE SCHEDULES

Ontario Uniform Transmission Rate
Order, EB-2015-0XXX

January X, 2016
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2016 ONTARIO UNIFORM TRANSMISSION RATE SCHEDULES

EB-2015-0XXX

The rate schedules contained herein shall be effective January 1, 2016

Issued: January X, 2016
Ontario Energy Board



TRANSMISSION RATE SCHEDULES

TERMS AND CONDITIONS

(A) APPLICABILITY The rate schedules contained
herein pertain to the transmission service applicable to:
The provision of Provincial Transmission Service
(PTS) to the Transmission Customers who are defined
as the entities that withdraw electricity directly from the
transmission system in the province of Ontario. «The
provision of Export Transmission Service (ETS) to
electricity market participants that export electricity to
points outside Ontario utilizing the transmission system
in the province of Ontario. The Rate Schedule ETS
applies to the wholesale market participants who utilize
the Export Service in accordance with the Market Rules
of the Ontario Electricity Market, referred to hereafter
as Market Rules. These rate schedules do not apply to
the distribution services provided by any distributors in
Ontario, nor to the purchase of energy, hourly uplift,
ancillary services or any other charges that may be
applicable in electricity markets administered by the
Independent Electricity System Operator (IESO) of
Ontario.

(B) TRANSMISSION SYSTEM CODE The
transmission service provided under these rate schedules
is in accordance with the Transmission System Code
(Code) issued by the Ontario Energy Board (OEB). The
Code sets out the requirements, standards, terms and
conditions of the transmitter’s obligation to offer to
connect to, and maintain the operation of, the
transmission system. The Code also sets out the
requirements, standards, terms and conditions under
which a Transmission Customer may connect to, and
remain connected to, the transmission system. The
Code stipulates that a transmitter shall connect new
customers, and continue to offer transmission services
to existing customers, subject to a Connection
Agreement between the customer and a transmitter.

(C) TRANSMISSION DELIVERY POINT The
Transmission Delivery Point is defined as the
transformation station, owned by a transmission
company or by the Transmission Customer, which steps
down the voltage from above 50 kV to below 50 kV and
which connects the customer to the transmission system.
The demand registered by two or more meters at any
one delivery point shall be aggregated for the purpose of
assessing transmission charges at that delivery point if
the corresponding distribution feeders from that delivery
point, or the plants taking power from that delivery
point, are owned by the same entity within the meaning
of Ontario’s Business Corporations Act. The billing
demand supplied from the transmission system shall be
adjusted for losses, as appropriate, to the Transmission
Point of Settlement, which shall be the high voltage side
of the transformer that steps down the voltage from
above 50 kV to below 50 kV.

(D) TRANSMISSION SERVICE POOLS The
transmission facilities owned by the licenced
transmission companies are categorized into three
functional pools. The transmission lines that are used
for the common benefit of all customers are categorized
as Network Lines and the corresponding terminating
facilities are Network Stations. These facilities make up
the Network Pool. The transformation station facilities
that step down the voltage from above 50 kV to below
50 kV are categorized as the Transformation Connection
Pool. Other electrical facilities (i.e. that are neither
Network nor Transformation) are categorized as the
Line Connection Pool. All PTS customers incur charges
based on the Network Service Rate (PTS-N) of Rate
Schedule PTS.

EFFECTIVE DATE:
January 1, 2016

BOARD ORDER:
EB-2015-0XXX

REPLACING BOARD Page 2 of 6 Ontario Uniform
ORDER: Transmission Rate Schedule
EB-2014-0357

January 8, 2015




TRANSMISSION RATE SCHEDULES

The PTS customers that utilize transformation connection
assets owned by a licenced transmission company also
incur charges based on the Transformation Connection
Service Rate (PTS-T). The customer demand supplied
from a transmission delivery point will not incur
transformation connection service charges if a customer
fully owns all transformation connection assets associated
with that transmission delivery point. The PTS customers
utilize lines owned by a licenced transmission

company to connect to Network Station(s) also incur
charges based on the Line Connection Service Rate (PTS-
L). The customer demand supplied from a transmission
delivery point will not incur line connection service
charges if a customer fully owns all line connection assets
connecting that delivery point to a Network Station.
Similarly, the customer demand will not incur line
connection service charges for demand at a transmission
delivery point located at a Network Station.

(E) MARKET RULES The IESO will provide
transmission service utilizing the facilities owned by the
licenced transmission companies in Ontario in accordance
with the Market Rules. The Market Rules and appropriate
Market Manuals define the procedures and processes
under which the transmission service is provided in real or
operating time (on an hourly basis) as well as service
billing and settlement processes for transmission service
charges based on rate schedules contained herein.

(F) METERING REQUIREMENTS In accordance with
Market Rules and the Transmission System Code, the
transmission service charges payable by Transmission
Customers shall be collected by the IESO. The IESO will
utilize Registered Wholesale Meters and a Metering
Registry in order to calculate the monthly transmission
service charges payable by the Transmission Customers.
Every Transmission Customer shall ensure that each
metering installation in respect of which the customer has
an obligation to pay transmission service charges

arising from the Rate Schedule PTS shall satisfy the
Wholesale Metering requirements and associated
obligations specified in Chapter 6 of the Market
Rules, including the appendices therein, whether or
not the subject meter installation is required for
settlement purposes in the IESO-administered energy
market. A meter installation required for the
settlement of charges in the IESO-administered that
energy market may be used for the settlement of
transmission service charges. The Transmission
Customer shall provide to the IESO data required to
maintain the information for the Registered
Wholesale Meters and the Metering Registry
pertaining to the metering installations with respect to
which the Transmission Customers have an obligation
to pay transmission charges in accordance with Rate
Schedule PTS. The Metering Registry for metering
installations required for the calculation of
transmission charges shall be maintained in
accordance with Chapter 6 of the Market Rules. The
Transmission Customers, or Transmission Customer
Agents if designated by the Transmission Customers,
associated with each Transmission Delivery Point will
be identified as Metered Market Participants within
the IESO’s Metering Registry. The metering data
recorded in the Metering Registry shall be used as the
basis for the calculation of transmission charges on
the settlement statement for the Transmission
Customers identified as the Metered Market
Participants for each Transmission Delivery Point. the
The Metering Registry for metering installations
required for calculation of transmission charges shall
also indicate whether or not the demand associated
with specific Transmission Delivery Point(s) to which
a Transmission Customer is connected attracts Line
and/or Transformation Connection Service Charges.
This information shall be consistent with the
Connection Agreement between the Transmission
Customer and the licenced Transmission Company
that connects the customer to the IESO-Controlled
Grid.

(G) EMBEDDED GENERATION The
Transmission Customers shall ensure conformance of
Registered Wholesale Meters in accordance with
Chapter 6 of Market Rules, including

EFFECTIVE DATE:
January 1, 2016

BOARD ORDER:
EB-2015-0XXX

REPLACING BOARD
ORDER:
EB-2014-0357

January 8, 2015

Page 3 of 6 Ontario Uniform
Transmission Rate Schedule




TRANSMISSION RATE SCHEDULES

Metering Registry obligations, with respect to metering
installations for embedded generation that is located
behind the metering installation that measures the net
demand taken from the transmission system if (a) the
required approvals for such generation are obtained after
October 30, 1998; and (b) the generator unit rating is 2
MW or higher for renewable generation and 1 MW or
higher for non-renewable generation; and (c) the
Transmission Delivery Point through which the generator
is connected to the transmission system attracts Line or
Transformation Connection Service charges. The term
renewable generation refers to a facility that generates
electricity from the following sources: wind, solar,
Biomass, Bio-oil, Bio-gas, landfill gas, or water.
Accordingly, the distributors that are Transmission
Customers shall ensure that connection agreements
between them and the generators, load customers, and
embedded distributors connected to their distribution
system have provisions requiring the Transmission
Customer to satisfy the requirements for Registered
Wholesale Meters and Metering Registry for such
embedded generation even if the subject embedded
generator(s) do not participate in the IESO-administered
energy markets.

(H) EMBEDDED CONNECTION POINT In
accordance with Chapter 6 of the Market Rules, the IESO
may permit a Metered Market Participant, as defined in

the Market Rules, to register a metering installation that is

located at the embedded connection point for the purpose
of recording transactions in the IESO-administered
markets. (The Market Rules define an embedded

connection point as a point of connection between load or

generation facility and distribution system). In special
situations, a metering installation at the embedded
connection point that is used to settle energy market
charges may also be used to settle transmission service
charges, if there is no metering installation at the point of
connection of a distribution feeder to the Transmission
Delivery Point. In above situations: «The Transmission
Customer may utilize the metering installation at the
embedded connection point, including all embedded
generation and load connected to that point, to satisfy the

requirements described in Section (F) above provided that

the same metering installation is also used to satisfy
the requirement for energy transactions in the IESO-
administered market. eThe Transmission Customer
shall provide the Metering Registry information for
the metering installation at the embedded connection
point, including all embedded generation and load
connected to that point, in accordance with the
requirements described in Section (F) above so that
the IESO can calculate the monthly transmission
service charges payable by the Transmission
Customer.

EFFECTIVE DATE:
January 1, 2016

BOARD ORDER:
EB-2015-0XXX

REPLACING BOARD
ORDER:
EB-2014-0357

January 8, 2015
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RATE SCHEDULE: PTS PROVINCIAL TRANSMISSION SERVICE

APPLICABILITY:

The Provincial Transmission Service (PTS) is applicable to all Transmission Customers
in Ontario who own facilities that are directly connected to the transmission system in
Ontario and that withdraw electricity from this system.

Monthly Rat r KW
Network Service Rate (PTS-N): 3.75
$ Per kW of Network Billing Demand*?
Line Connection Service Rate (PTS-L): 0.89
$ Per kW of Line Connection Billing Demand*?
Transformation Connection Service Rate (PTS-T): 2.07

$ Per kW of Transformation Connection Billing Demand*>#

The rates quoted above shall be subject to adjustments with the approval of the Ontario
Energy Board.

Notes:

1 The demand (MW) for the purpose of this rate schedule is measured as the energy consumed during the clock hour,
on a “Per Transmission Delivery Point” basis. The billing demand supplied from the transmission system shall be
adjusted for losses, as appropriate, to the Transmission Point of Settlement, which shall be the high voltage side of the
transformer that steps down the voltage from above 50 kV to below 50 kV at the Transmission Delivery Point.

2. The Network Service Billing Demand is defined as the higher of (a) customer coincident peak demand (MW) in the
hour of the month when the total hourly demand of all PTS customers is highest for the month, and (b) 85 % of the
customer peak demand in any hour during the peak period 7 AM to 7 PM (local time) on weekdays, excluding the
holidays as defined by IESO. The peak period hours will be between 0700 hours to 1900 hours Eastern Standard Time
during winter (i.e. during standard time) and 0600 hours to 1800 hours Eastern Standard Time during summer (i.e.
during daylight savings time), in conformance with the meter time standard used by the IMO settlement systems.

3. The Billing Demand for Line and Transformation Connection Services is defined as the Non-Coincident Peak
demand (MW) in any hour of the month. The customer demand in any hour is the sum of (a) the loss-adjusted demand
supplied from the transmission system plus (b) the demand that is supplied by embedded generation for which the
required government approvals are obtained after October 30, 1998 and which have installed capacity of 2MW or more
for renewable generation and 1 MW or higher for non-renewable generation. The term renewable generation refers to a
facility that generates electricity from the following sources: wind, solar, Biomass, Bio-oil, Bio-gas, landfill gas, or
water. The demand supplied by embedded generation will not be adjusted for losses.

4. The Transformation Connection rate includes recovery for OEB approved Low Voltage Switchgear compensation
for Toronto Hydro Electric System Limited and Hydro Ottawa Limited.

TERMS AND CONDITIONS OF SERVICE:

The attached Terms and Conditions pertaining to the Transmission Rate Schedules, the
relevant provisions of the Transmission System Code, in particular the Connection
Agreement as per Appendix 1 of the Transmission System Code, and the Market Rules for
the Ontario Electricity Market shall apply, as contemplated therein, to services provided
under this Rate Schedule.

EFFECTIVE DATE: BOARD ORDER: REPLACING BOARD Page 5 of 6 Ontario Uniform
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RATE SCHEDULE: ETS EXPORT TRANSMISSION SERVICE

APPLICABILITY:

The Export Transmission Service is applicable for the use of the transmission system in
Ontario to deliver electrical energy to locations external to the Province of Ontario,
irrespective of whether this energy is supplied from generating sources within or outside
Ontario.

Hourly Rate
Export Transmission Service Rate (ETS): $1.85/ MWh

The ETS rate shall be applied to the export transactions in the Interchange Schedule Data as
per the Market Rules for Ontario’s Electricity Market. The ETS rate shall be subject to
adjustments with the approval of the Ontario Energy Board.

TERMS AND CONDITIONS OF SERVICE:

The attached Terms and Conditions pertaining to the Transmission Rate Schedules, the
relevant provisions of the Transmission System Code and the Market Rules for the Ontario
Electricity Market shall apply, as contemplated therein, to service provided under this Rate
Schedule.
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Proposed 2016 Allocation and Rate Pool Details

Uniform Transmission Rates and Revenue Disbursement Allocators
(for Period January 1, 2016 to December 31, 2016)

Revenue Requirement ($)
Transmitter - -
Network Line _ Transform_atlon Total
Connection Connection
FNEI $3,702,971 $880,189 $1,743,929 $6,327,089
CNPI $2,699,463 $641,657 $1,271,323 $4,612,443
GLPT $23,989,943 $5,702,362 $11,298,156 $40,990,460
H1IN $887,070,038 $210,854,776 $417,769,031 $1,515,693,844
B2MLP $34,047,314 $0 $0 $34,047,314
All Transmitters $951,509,730 $218,078,983 $432,082,438 $1,601,671,150
Total Annual Charge Determinants (MW)
Transmitter - -
Network Line _ Transform_atlon
Connection Connection
FNEI 187.120 213.460 76.190
CNPI 583.420 668.600 668.600
GLPT 3,445.341 2,461.434 455.652
H1N 249,552.000 241,956.000 207,936.000
B2MLP 0.000 0.000 0.000
All Transmitters 253,767.881 245,299.494 209,136.442
Uniform Rates and Revenue Allocators
Transmitter - -
Network Line _ Transform_atlon
Connection Connection
Uniform Transmission Rates
($/kW-Month) 3.75 0.89 2.07
l l !
FNEI Allocation Factor 0.00389 0.00404 0.00404
CNPI Allocation Factor 0.00284 0.00294 0.00294
GLPT Allocation Factor 0.02521 0.02615 0.02615
HIN Allocation Factor 0.93228 0.96687 0.96687
B2MLP Allocation Factor 0.03578 0.00000 0.00000
Total of Allocation Factors 1.00000 1.00000 1.00000

Note 1: FNEI Rates Revenue Requirem’ent and Charge De?erminants per Boa’rd Decision and Order on EB-
2009-0387 dated December 9, 2010.

Note 2: CNPI Rates Revenue Requirement and Charge Determinants per Board Decision on RP-2001-0034
dated December 11, 2001. Set as Interim on December 18, 2014 under EB-2014-0204.

Note 3: GLPT Rates Revenue Requirement and Charge Determinants per Board Decision on Settlement
Agreement for EB-2014-0238 Decision and Order dated December 18, 2014.

Note 4: H1N Rates Revenue Requirement per Board Decision on Settlement Agreement for EB-2014-0140
dated December 4, 2014. Rate Order approved January 8, 2015.

Note 5: B2MLP 2016 Revenue Requirement per Exhibit E2, Tab 1, Schedule 1.

Note 6: Calculated data in shaded cells.

Updated: 2015-06-29
EB-2015-0026
Exhibit G2

Tab 2

Schedule 2
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